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INDEPENDENT LOGGING AND SAWMILL INDUSTRY 


SATURDAY, JANUARY 31, 1959 


U.S. SENATE, 
SeLect COMMITTEE ON SMALL BUSINESS, 
Washington, D.C. 


The committee met, pursuant to notice, at 10 a.m., in room 457, 
Senate Office Building, Washington, D.C., Senator John Sparkman 
(chairman) presiding. 

Present: Senators Sparkman, Long, Morse, and Proxmire. 

Also present: Congressman William H. Meyer, of Vermont; Con- 

ressman Clifford G. McIntire, of Maine; Walter B. Stults, staff 
Firectcr. and Charles H. Stoddard, forestry consultant to the com- 
mittee ; Thomas Hayes, administrative assistant to Senator Winston L. 
Prouty, of Vermont; Roy Millenson, legislative assistant to Senator 
Jacob K. Javits, of New York; and Charles G. Weaver, legislative 
assistant to Senator George D. Aiken, of Vermont. 

The CHarrMan. Let the committee come to order, please. 

I have long looked forward to the opportunity of meeting with See 
—_ to consider together the needs and problems of the independent 
ogging and sawmilling industry. This industry is a vital one to 
the prosperity of hundreds of our American forest communities. 

The Senate Small Business Committee, as most of you may know, is 
made up of the following Senators : Senators Long, of Louisiana; Sen- 
ator Humphrey, of Minnesota; Senator Smathers, of Florida; Sen- 
ator Morse, of Oregon; Senator Bible, of Nevada; Senator Proxmire, 
of Wisconsin; Senator Saltonstall, of Massachusetts; Senator 
Schoeppel, of Kansas; Senator Goldwater, of Arizona; Senator 
Kuchel, of California; Senator Javits, of New York; and I, Senator 
Sparkman, from Alabama, as chairman. And there are some vacan- 
cies yet to be filled for this Congress; however, those that I named 
are all carried over from the previous Congress. We hope to have 
several of the Senators with us this morning. Senator Morse on my 
left here is the only one at the present time. This is quite a busy 
time in Congress. In fact, it is usual with us to hold Saturday 
committee meetings, but there simply was no time we could get to 
it except today. I appreciate greatly so many of you being here for 
this hearing. 

I want to make clear from the outset that this study of our Senate 
Small Business Committee is designed to get at facts—facts which 
will help us here in Washington to help you—if and where we can. 
This committee was set up for the sole purpose of providing a place 
in the legislative branch of government to which small businessmen 
could take their problems. 

We want to know what kinds of programs which have proven bene- 
ficial to other small businesses might be helpful to the independent 
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producers of forest products. And, we want to know, here and now, 
if there are things which the Federal Government is doing which hurt 
small business so that they may be corrected. 

For a number of years now we have been hearing about some of the 
very real problems which you men who make your living as a. 
ent timber producers are constantly facing. Although I have always 
known that the economy in my own State depends greatly upon its 
forest areas, I was surprised to learn that, over the whole country, 
nearly a half miJlion men are primarily dependent upon pulpwood and 
lumber production on operations employing less than 20 men each. In 
all, there were nearly 48,000 separate logging firms in 1954 and 46,000 
sawmills, according to the census of manufacturers. 

On November 13, 1958, the committee held the first hearing on this 
subject in Superior, Wis. Among the problems which witnesses called 
to our attention at that time were: 

First. It is difficult to obtain sources of credit based upon timber 
roducts collateral such as farmers have through the Federal land 
anks and other small businesses have with the Small Business Admin- 

istration guaranteed loan program. Too often, the buyers of your 
products must finance your operations or the bank will require a lien 
on machinery not inventory, thus leaving you quite limited in price 
bargaining. 

Second. Pulpwood, saw logs, rough lumber, or any other forest 
products are not included in current price and market reports which 
are available to every other commodity in the country through reg- 
ular releases of the Department of Agriculture or other sources. 

Third. Marketing your products has also proved cumbersome and 
difficult since you have no systematic market exchange or marketing 
cooperatives for your output. Small operators with a variety of prod- 
ucts from a season’s logging must often rely on hearsay and chance 
buyers if the few brokers are unable to handle the product. 

Fourth. Fluctuations in markets have too often caused a feast-or- 
famine situation in the woods. Periods of unemployment and cut 
timber left to rot in the woods ensue when the mills stop buying pulp- 
wood. There is also some evidence that, while paper prices have 
risen rapidly, pulpwood is lagging—with the result that your pur- 
chasing power is lowered while everything else is rising. 

Fifth. A lack of markets for and the big surplus of lower grade 
hardwood material frequently causes small operators to have substan- 
tial losses. 

It is our expectation that you will bring out some of these and any 
other special issues so that they may be considered further by the 
committee. It is important that you speak frankly and to the point. 

Our primary objective in this study is to find ways and means for 
small businessmen in the timber industry to prosper as independent 
producers. 

We have a large number of men who want to be heard today so I 
shall have to ask each speaker to confine his statement to 10 minutes. 
The committee record will remain open until February 15 for those 
of you who wish to extend your remarks in a written statement. Many 
others who could not appear here today will also submit written state- 
ments which will be published. I may say I have had letters from 
some telling me that they did want to submit statements even though 
they could not attend in person. 
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As we come to each witness, I would like him to introduce himself 
and describe his specific kind of business—independent logger or com- 
pany contract logger, forest land owner-operator, forest products 
dealer, sawmill operator, association official, or company representa- 
tive, or whatever the classification may be. 

I would like to say, in the beginning, I am delighted that Senator 
Morse is with us. 1 fully expected him to be, because he has really 
taken the load in this study. As a matter of fact, it was back some 
2 or 8 years ago that he began urging us to make a thorough study of 
this subject throughout the country. 

May I say that we have also present Mr. Thomas Hayes, admin- 
istrative assistant to Senator Prouty. 

By the way, I did not call off Mr. Prouty’s name. I do not believe 
he has been appointed officially, but the grapevine has it that he will 
be a member of this committee from the minority side. 

Mr. Roy Millenson is here, the legislative assistant to Senator 
Javits. Senator Javits is out of the city today and unable to be here, 
but his administrative assistant is with us. 

Mr. Charles Weaver, the legislative assistant to Senator Aiken, is 
here. 

And also, I would like to present Mr. Walter B. Stults, the staff 
director of the Small Business Committee, and Mr. Charles H. Stod- 
dard, who is serving with us in the capacity of forestry consultant. 

Now, with that, we will proceed with the hearing, and our first wit- 
ness is Mr. Richard Kilbourne, of Forestry Relations, Tennessee 
Valley Authority, Norris, Tenn. I understand that Mr. Kilbourne is 
accompanied by Mr. John W. Lehman, Chief, Forest Utilization Sec- 
tion of the Tennessee Valley Authority. 

If you gentlemen will come around, we will be glad to have you 
proceed. 

Mr. Kizzourne. Mr. Chairman, gentlemen, I appreciate this oppor- 
tunity. 

The Cuatrman. Now, where is Mr. Lehman? Do you not want to 
come up and sit at the table where we can see you ? 

Mr. Kitzourne. I am Richard Kilbourne, Director of Forestry for 
the Tennessee Valley Authority, and this is Mr. John W. Lehman, 
Chief of our Forestry Utilization Section. 

In the past 10 years or more Tennessee Valley Authority 

The Cuarrman. By the way, before you start, may I say Senator 
Long, of Louisiana, is coming in to join us. 

Senator Lone. Mr. Chairman, I am sorry to be late here. I am so 
accustomed to going to the Foreign Relations Committee that I just 
went there by force of habit. : 

The Cuairman. The Foreign Relations Committee is over in the 
Capitol. Senator Long and I are both members of it. So he went 
over there this morning instead of coming here. 

All right. 

Senator Long, this is Mr. Richard Kilbourne, Director of the Divi- 
sion of Forestry Relations of the Tennessee Valley Authority, and the 
gentleman with him is Mr. John W. Lehman, Chief of their Forest 
Utilization Section. 

All right, Mr. Kilbourne, you may proceed. 

Mr. KitnourNne. Thank you. 
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Mr. Kitzovurne. For the past 10 years or more the Tennessee Val- 
ley Authority has been working with the smal] sawmill operators 
and independent loggers in an educational campaign to try to im- 
prove the situation. The reasons for the Tennessee Valley Authori- 
ty’s interest in this are that the condition of the watershed of the 
Tennessee River, which is depicted here, is very important to the 
TVA because of the tremendous investment we have in flood-control 
structures, navigation facilities, and hydropower projects. 

About 54 percent of this area, which is the watershed of the Ten- 
nessee River, is covered with forest. Both from a resource develop- 
ment standpoint and a watershed protection standpoint, TVA is in- 
terested in developing good protective forests that are highly pro- 
ductive. 

Eighty-some percent of the forest land in the valley is owned by 
private woodland owners—245,000. And we have found that this 
good watershed protection and good productive forest can be ob- 
tained by adequate fire protection, reforestation, and proper timber 
harvesting methods. And in this area there are—we have at last 
count—this is a very small map, but there were in 1947 somewhere on 
the order of 4,000 small sawmill operators. 

Now, the number, we feel, is probably decreasing somewhat, but 
the scatter and general pattern is illustrated by this little chart— 
about 4,000 of them. (See fig. 1, p. 117.) 

Senator Lone. Pardon me. was trying to get a procedural mat- 
ter straightened out with the chairman. 

What did you say was your principal interest in these sawmills, 
these small ones? 

Mr. Kirzovurne. Our interest, Senator Long, is the fact that since 
these woodlands in the valley are owned, 82 percent of them, by 245,- 
000 landowners, we have found that one of the keys to the condition 
of those forests at the present time and in the future is the kind of 
harvesting and cutting practices that go on in the woods. 

Senator Lone. Right. 

Mr. Kirzourne. And since most of these 4,060 mills, most of them 
cut less than 1 million feet each year, and the ownerships are in small 
tracts; therefore, these small-mill operators perform a very important 
and very essential function in this region in contrast to other regions 
where there are large ownerships and large timber operations. 

In general, the circular sawmill industry in the valley—I might 
show you these photographs. This is what we mean by good versus 
poor cutting management practices. The top photograph is an 
area—I am sure you all have seen it—it is poor cutting. And here is 
another one.* 

Now, we show these not with the idea of casting any reflections on 
anybody, but you can see which is the better. 


1 The photographs referred to retained in the committee files. 
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Senator Lone. Well, why do people follow the practice shown on 
the top there? 

Mr. Kirpourne. Well, that is something we have been trying to find 
out for the last 15 years. Asa matter of education 

Senator Lone. Why areso many of the trees all bent over ? 

Mr. Kripourne. They were knocked down by the trees that were 
felled as they were cut. 

Now, this, when we are talking about the small sawmill operators, 
we mean really small operations as you will see here. This is a port- 
able-type mill. This is the more semipermanent mill. These are the 
types Mr. Lehman will tell you a little more about. 

Now, out of this 4,000 we have had to eliminate from our study a 
considerable number because they are operated only part time, maybe 
as an adjunct to a farm or some other operation, and we have con- 
cerned ourselves with the commercial, what we call the commercial 
mills, those people who are dependent upon this operation as a source 
of livelihood. And the characteristics of these mills, we have found, 
range from a crew size of 4 men to possibly 10, and a daily cut from 
4,000 to 8,000 board feet. 

And just one final point before I ask Mr. Lehman to explain these 
charts. 

The mills about which he will talk cut the bulk of the timber—about 
75 percent of it. Now, these small mills of this type, which are in and 
out of business, may be in for a month or two, or a particular tract, 
they only cut about 10 percent of the forest products. 

Now, one of the most encouraging things we have found has been 
the eagerness of these people to learn how to improve their operation. 
They want to stay in business, and they have been extremely eager 
to learn what they could, and this is evidenced by the fact that we 
have had some 4,000 of them attend 80 sawmill conferences. 

We take a sawmill—as a matter of fact, this lower picture, this is 
a sawmill conference. We take it right to the mill. e do not try 
to get the sawmillers to come in to some place, we take the stuff to 
them. And Mr. Lehman’s comments will illustrate some of the kinds 
of material. This, for example, is one of the things that we have 
used. But they are extremely eager to learn and to improve their 
situation. 

Now, I would like to ask Mr. John Lehman, Chief of our Forest 
Utilization Section, to explain these charts. 





STATEMENT OF JOHN W. LEHMAN, CHIEF, FOREST UTILIZA- 
TION SECTION, TENNESSEE VALLEY AUTHORITY, NORRIS, 
TENN. 


The Cuarrman. All right, Mr. Lehman. 

Mr. Lenman. Mr. Chairman, members of the committee, and gen- 
tlemen, I will present the highlights of a statement that we have 
submitted to the committee, and this will cover two surveys of cir- 
cular mills in the Tennessee Valley and will also cover some of the 
problems and needs of circular sawmill operations. 

These surveys were made in 1950 and 1955. After the 1950 survey 
results were in, we found generally that there was improvement needed 
in sawmill management and that the mills generally lacked adequate 
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equipment. So we tested various methods for bringing this informa- 
tion to the sawmill operators. We cooperated with wood-using indus- 
tries, the trade associations, sawmill-equipment manufacturers, and 
other public agencies in bringing this information to sawmill 
operators. 

One of the most effective devices we found was a sawmill conference. 
This was a meeting such as you saw in the pictures that was held at a 
sawmill or other appropriate meeting place. People from public 
agencies and private industries, both presented information on lumber 
marketing, mill efficiency, effective tree size on lumber grade yield, and 
other pertinent information. 

Another method was the use of publications. Some of these are 
reprints from trade journals. Others are reprints that we got out of 
ditferent magazines. Others are straight publications. These we 
distributed, over 1,500 of these publications, to these sawmill operators. 

As you can see from this chart (fig. 5, p. 118), this gives the location 
of the milis that we made the survey at in 1950 and 1955. ‘This was 
done at 58 mills. 

These are the factors now that we will compare for the two surveys. 

One of them is shutdown time. That is the time that the crew is 
being paid for but in which no lumber is being produced. This was 
attributed to a number of causes, and we have made a chart here to 
indicate the causes and the time that was lost from each one of these 
at the mill. (See fig. 6, p. 119.) 

Now, this amounted to 2 hours a day in our 1950 survey, and in our 
1955 survey it dropped down to 93 minutes. 

Senator Lona. So during that time you were losing your manpower ? 

Mr. Lenman. Yes, sir. 

Senator Lone. The operator loses money, and if he is not making it, 
he cannot pay it out. 

Mr. Lenman. Yes, sir. 

Senator Lona. So it hurts labor and management alike. 

Mr. Lenman. We think a realistic figure is 1 hour for this type 
of mill. Actually, 28 percent of the mills lost less than 1 hour. So if 
28 percent can do it, there is reason to.believe that it is possible. 

You can see that there is a difference between the size - mills, 
(See fig. 7, p. 120.) You remember the other chart (fig. 8, p. 121) 
showing different size class mills; small and medium mills Sid 
theirs a little bit, but the large mills had the most significant reduction 
in shutdown time. 

Days worked a year is another factor we will compare here. It was 
about: 120 days a year, and we think that is about half the available 
time that the mill can operate. 

There is some difference. Portable mills operate fewer days than 
stationary mills, and small mills operate less than the medium and 
large mills. But we think that that is way below what can be 
operated. The fact that almost 30 percent of the mills operate 200 
days a year is an indication that it can be done. 

Another basis for comparison is the manpower and equipment. 
Now, the average crew size is about six men. And there were some 
changes i in equipment; horsepower of power units increased ; number 
of mills with edgers increased, and the number of mills with general 
improvements in equipment also increased. 
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Log size and quality decreased. And of course that means that 
the lower grades of lumber were produced. 

Now, a comparison of the results of these two surveys shows that 
nonproductive time or shutdown time had decreased; mill efficiency 
had increased, but the log quality and log size had decreased. (See fig. 
9, p. 122.) F 

Most progress was made in mill efficiency. And you can just look 
at the figure up here, the mill day production, and see that there was an 
increase of some 900 board-feet per day in the mill efficiency there. 

The survey results, along with our own observations, indicate there 
are three general problems that face the sawmiller. One of these is 
efficiency. Sawmill operators are faced with increasing costs of 
stumpage, labor, and equipment. Lumber prices have not advanced 
at the same rate. So, to offset, this, the mill operator has to improve 
his efficiency. The resurvey showed that 87 percent of this lost time 
is chargeable to filing and changing saws, to log and lumber a 
and to equipment repairs. Each of these, we think, could practically 
be eliminated by better management. 

For example, the saw: The mills that had only one saw lost 40 
minutes a day by filing and changing the saw. But the mills that 
had a spare saw only lost 20 minutes. So it is possible, we think, to 
save at least 20 minutes per day, which means they can produce 340 
more board-feet per day, using the average mill production. (See fig. 
10, p. 123. 

Senator Lone. Do you mean just the saw blade or do you mean the 
saw and machinery to go with it? 

Mr. Leuman. Just the head saw, the saw they use to cut lumber 
out of logs. 

Senator Lone. Do you mean in cutting trees down and felling 
trees ? 

Mr. Leaman. At the sawmill. 

Senator Lone. I see. Well, what I had in mind, when you say 
having an extra saw, do you mean having two saw blades or do you 
mean having two saws, plus the power to move them? 

Mr. Lenman. Having two saws at the circular mill. They use a 
head saw there and have a spare saw. 

Usually when they have only one saw they stop about the middle 
of the morning and file and change that head saw. And then they will 
do the same thing about the middle of the afternoon. And the mills 
that had a spare saw, all they have to do is take time to change the 
saw, instead of stopping to file it. And that is where we think they 
could gain time. The profit on that would enable them to buy a 
saw and pay for it in 1 year’s time. 

Senator Lone. One man is sawing away while the others are cut- 
ting wood ? 

Mr. LenMan. Yes, sir, that is correct. 

Log and lumber tieups count for 22 minutes of downtime. This is 
where the logs have to be moved down to the log deck of the mill 
or where they have to carry slabs or lumber away from the mill. In 
many cases they will saw the the logs, and the slabs are piled up right 
next to the mill and lumber, and after a while they get so high that 
they have to shut down the mill, the crew has to pitch in, move the 
slabs and lumber to one side and start over again. That may happen 
two or three times a day. And so we think better management could 











112 INDEPENDENT LOGGING AND SAWMILL INDUSTRY 


eliminate that, or at least drastically reduce it. Equipment repairs 
accounts for 16 minutes of this downtime. 

Senator Lone. How does better management keep the slabs from 
piling up there? 

Mr. Lenman. We think one way would be to have a conveyor system 
and have the crew organized so there is continuous flow of slabs off to 
the side to a slab pile so it does not get in the way of his mill and 
he can handle his lumber. 

Senator Lona. It looks to me as if they could sort of put those 
things on the side of the hill so they would fall out of the way. 

Mr. Lenman. Yes, sir, that is right. 

Equipment repair, we think, is another place where time can be 
saved. Most of the mills—not just most of them, but many of them 
are underpowered. They just do not have enough horsepower to ade- 
quately handle their equipment. Of course, this causes excessive wear 
and strain, and you have more maintenance on it. And, of course, you 
have downtime, and that is why adequate power can save time in this 
respect. 

nother way to increase efficiency is to use laborsaving devices. 
Many mills use manpower where equipment could be utilized. 

As one example of this, in a recent survey of logging operations 
we found that 6 out of 14 logger operators were using hand labor to 
load the logs on the logging trucks. So that is just one example of 
where mechanical equipment could be used. 

Stumpage: This is another problem area that we found. Two sur- 
veys show that the stumpage size and quality has been going down. 
Of course that results in smaller logs and in a significant proportion 
of lower grades of lumber. 

This gives the comparison. (See fig. 11, p. 124.) You can see very 
readily there that there has been decreasing size between two surveys. 
The volume of the average log dropped from 57 to 45, and, of course, 
the grades of lumber decrease accordingly. 

Now, this puts a bigger burden on the operator, because sawing 
these small logs costs him more and also means that he gets lower 
grade lumber, which has less value. So it puts hi min the squeeze. 

Then another factor, or problem, that we think of is marketing. 
And the size and quality of the logs again enter into this. It means 
he has more low-grade lumber to move, and local markets for this are 
very limited, and sometimes then he even has to sell the lumber for 
less than what it cost him to produce it. 

Another factor is seasonal fluctuation in lumber demand. That 
creates another problem. Sometimes if a man holds his lumber he 
could sell it for a lot better price than if he had to sell it at that par- 
ticular time. 

Another thing, air-dried lumber usually brings a higher price than 
green lumber. So if he could sell his lumber air-dried that would 
help him to make a little more profit. 

Also, a lot of times there is a market for air-dried lumber when 
there is very little market for green lumber. So that would enable 
him to have a little better chance for profit. 

Now, to summarize here; from consideration of these problems, we 
think that certain needs can be identified for the small circular saw- 
mill operator. One of these is manageria] skills. That is one need. 
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Managerial skill is a requirement in any business, whether it be saw- 
mill or whatever it is. And this shutdown time, balance of manpower 
and equipment, marketing methods and general operating efficiency 
all indicate that there is a need for better management. 

Most of these sawmills are individually owned and operated. They 
are small enterprises. They do not have the facilities and assistance 
that are available in larger enterprises. They are practically one- 
man management affairs 

Another need is adequate capital. Our surveys and observations 
indicate that production efliciency at many mills is handicapped by 
lack of equipment. 

For example, 40 percent of the mills did not have cutoff saws. Ten 
percent of them did not have edgers. About a third of them did not 
have an extra head saw. F orty-six percent did not have adequate 
log-handling equipment, and about a third of them had inadequate 
power units or wornout equipment, or both of them. 

Now, for example, an edger, we think, would pay for itself very 
soon. (See fig. 12, p. 125.) <A five-man crew edging on the head saw 
can produce 4,000 feet a day. But add one man to the crew and buy 
an edger and, according to our figures, he could increase it to 7,000 
feet a day. Well, it would not take too long a time for a man to pay 
for an edger. It would pay for itself in less than a year’s time. 

Senator Lone. What is edging? 

Mr. Leuman. Edging, when the boards are first sawed off the log 
there is bs w k on two sides of them, especially outside boards, and they 
have to trim the edge, the bark, off, so they run it through this table. 
They have two saws here and ‘just trim the bark off the two edges. 

Senator Lone. Yes, sir. 

Mr. LeyMan. Now, we see two trends in the valley in sawmilling. 
One of them is toward a fewer number of total mills, and the other 
isa shift from permanent to portable. 

These permanent mills are usually larger type mills. They are 
more mechanized and they have a better chance for a higher degree 
of utilization. One example of this is in the pine mills where they 
have a chance to utilize the pine chips. And we have developed a 
little report here covering the economics of pine-chip production. 
This utilizes the material formerly thrown out on the slab pile and 
burned or just left to rot. It gives a chance to make a little more 
profit on the operation. 

Also, our survey results show that 70 percent of the mills sold green 
lumber. In a number of cases this was the logical thing todo. How- 
ever, many mills sold green lumber because they apparently did not 
have enough capital to ‘hold the lumber and pay their current operat- 
ing expenses. 

Now, then, the last need is marketing. The quality and size of 
stumpage makes it inevitable that a large proportion of the lumber 
produced would be in the lower grades. Survey results showed 
almost 80 percent of the logs to be in grade 3. 

Now to give you some indie: ation of what that means in value: 
Grade 1 logs will produce lumber selling for about $90 a thousand ; 
grade 2 logs, about $75; grade 3 logs, $605 and grade 4 logs, about $40. 
So you can see if he is cutting lumber out of grades 3 and 4 logs, that 
the $40 and $60 figure is consider ably below ‘the $90 figure. So you 
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can get some indication of the kind of marketing he has to do to make 
a profit on that type of product. 

Now we come to possibilities for better mill efficiency and better 
production. 

Here (fig. 13, p. 125) is the average mill’s man-day production 
for a five-man crew—1, 180 board feet per man-day. For the same 
size crew, at the top 20 percent of the mills it was almost 1,400. At 
a mechanized mill it goes up to 4,000. 

So we think that the operator is going to have to exercise consid- 
erable skill and ingenuity to operate at a profit and to market their 
material and to achieve the maximum efficiency in their sawmill 
operations. 

Thank you. 

The Cuarrman. Thank you, Mr. Lehman. 

Senator Morse. 

Senator Proxmire. 

Senator Proxmire. No. 

The Cuarrman. We are glad Senator Proxmire has come in. 

Senator Long. 

Senator Lone. You point out here that the small sawmills could 
use some small-business loans, could they not, to get some other 
equipment ? 

Mr. Leuman. Well, sir, they need better equipment. There is no 
question about that. Most of them need better equipment. 

The Cuarrman. I think you touched on a very important subject 
too with reference to the sale of green lumber. I think a lot of them 
need a better source of capital funds for their operating purposes 
in order to have more flexibility to dispose of their lumber. 

Mr. Lenman. Yes, sir. 

The Cuarrman. I grew up in asmall-sawmill country. I still live 
there. I worked in a sawmill. In fact, I began working when I was 
at a rather tender age. My first job was a “sawdust monkey.” You 
know what that used to be. I think most of them have done away 
with it now. But I have done about everything in a sawmill except 
run a saw. 

Talking about that loading equipment, I used to load some. We 
used oxen to load with. I think that was about the best method of 
loading logs. 

Mr. Lenman. Cross-haul. 

The CuarrmMan. But I can recall many times—I know a lot of 
sawmills had to sell their lumber right off their saw in order to be 
able to pay their crew, and I guess a lot of them are still up against 
that, and probably not as severe a manner as they used to be back 
in the old days. 

Senator Lone. How about finding capital at these smaller mills? 
Does the Tennessee Valley Authority have the power and the au- 
thority to lend some money to some of these smaller operators to get 
equipment ? 

Mr. Lenman. No, sir; not that I know of. 

Mr. Kirzourne. No, Senator Long, TV A’s interest in this is purely 
an educational effort. We have no financial resources at all to put in 
the sort of thing you are talking about. 

Senator Lona. We have a “Small Business Administration. It 
might help some in lending some money to these fellows. You are 
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not in a position, you have no authority under law to lend money 
to them yourself? 

Mr. Kitsourne. No, sir. There are a large number of sources of 

capital; of course, the equipment manufacturers. If a man is a rell- 
ahas sont: itor and a good business risk, the equipment manufacturer is 
one source of capital. Also, there are local banks. We have not 
made a study of this, to carry the study into the field in the realm 
you gentlemen are talking about; we are really not well qualified to 
talk on where the guy can best get his capital and the comparative 
rates and all that. But we know within the Tennessee Valley there 
are a number of sources that are available to the better business risks, 
if I may use that term. 

Now, whether there are more needed, we are not qualified to com- 
ment on that point. 

Senator Lone. It seems to me that in your position since TVA 
owns so much timberland you ought to be abie to be in pretty good 
shape to recommend some loans, or at least help some people to get 
some loans. If you think a man is a good saw mill operator and 
recommend him to the bank, you can almost say, “Look, if you make 
this man a loan, while he lives I will fix it up to see that he pays 
it off.” 

Mr. Kirsourne. Senator Long, I want to correct one impression. 
The Tennessee Valley Authority. only owns a very narrow fay along 
the river with about 250,000 acres of forest land in the area 

Senator Lone. How many acres did you say ¢ 

Mr. Kirsourner. About 250,000 acres of forest land. There are 
some additiona! acres, but that is about all the forest land that TVA 
owns. 

The Cuarman. I should like to say that the TVA has done a re- 

markable job in the field of forestry throughout the whole area in 
teaching better practices and encouraging reforestation. 

Mr. Kiznourne. Thank you, Senator. 

Senator Morse. Mr. Lehman, your charts on efficiency indicate that 
great savings can be obtained by an independent operator if he were 
able to mechanize and if he were able to put in some of these improve- 
ments. Do you know of your own knowledge as to whether or not, 
as a result of your surveys and the facts that were brought out, that 
there are individual operators that would like to get loans to put in 
some of these efficiency devices ¢ 

Mr. Lenman. No, sir. I cannot say that we know of any specific 
individuals that would, that have expressed the desire to obtain loans 
on it. 

Senator Morsr. My only running comment, Mr. Chairman, from 
the facts brought out by Mr. Lehman, is that I think there is a ques- 
tion and, as Senator Long points out, an indication, at least, a need 
for some loans if the operators want to improve their mills. So we 
ought to find out from here on out—it is one thing for this commit- 
tee to investigate—to what extent they could get the loans from the 
banks and at what rates, to what extent they could get the loans 
from the manufacturing companies and at what rates, because many 
of these mills, even when they are most efficient, are almost marginal; 
are they not? 

Mr. Leuman. Yes, sir. 


36440—59—pt. 2-2 
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The Cuarrman. I agree. 

Senator Lona. I believe the record should show, Mr. Chairman, that 
Mr. Lehman is a forestry graduate of Louisiana 'State University. 

The Cuarrman. Very good. Let the record show that. One of the 
very fine schools in forestry, by the way. 

Mr. Lenman. One of the best, Senator. 

The CHarrman. Yes, I agree with you on that. It certainly is. 

By the way, Mr. Stults, the thought occurs to me—and Senator 
Long and I have said something about it—it would be an excellent 
idea to include in the record at this point the prepared statement 


of the Tennessee Valley Authority along with the very fine charts 


which Mr. Kilbourne and Mr. Lehman have presented. 
(The statement and charts follow :) 


STATEMENT SUBMITTED BY TENNESSEE VALLEY AUTHORITY, RICHARD KILBOURNE, 
Director, DIVISION OF FORESTRY RELATIONS; JOHN W, LEHMAN, CHIEF, FOREST 
UTILIZATION SECTION, NogRIs, TENN. 


SMALL SAWMILL INDUSTRY IN THE TENNESSEE VALLEY 


The condition of the watershed of the Tennessee River is important to TVA 
because the large investment in navigation, flood control and hydropower struc- 
tures would be jeopardized by excessive siltation resulting from active soil 
erosion. Fortunately, 54 percent of the watershed is forested. From both a 
resource development and watershed protection standpoint, TVA is interested in 
developing good protective forests of maximum growth and productiveness on 
the lands of all of the valley’s 245,000 forest owners. This can be accomplished 
through protection from fire and insects, reforestation, and the use of proper 
harvesting practices. 

Since 95 percent of the 4,000 sawmills in the valley cut less than 1 million feet 
each per year, most of the timber harvesting is done for or by small mill operators 
(fig.1). The kind of cutting they do determines the kind of forest the landowners 
will have in the future (fig. 2,3*). Thus, these small mills are not only largely 
determining the future of the forest resources in the Tennessee valley, but also 
the kind of watershed protection the forests are to provide. 

In general, the circular sawmill industry is characterized by high turnover 
in mill ownership and lack of modern mechanical equipment. Compared with 
other industries, most of the circular mills are small and have limited capital. 
Very few operators are members of a trade association or similar group. Many 
of the smaller mills are marginal operations and do not operate through weak 
market periods (fig. 4*). However, circular sawmills account for well over 
three-fourths of all the lumber produced in the valley. For convenience, we 
divided them into two groups: the very small part-time operations and com- 
mercial operations. The former usually produce less than 250,000 board feet 
annually, operate less than 6 months out of a year and are frequently an adjunct 
to an individual’s primary enterprise, which may be farming, storekeeping, ete. 
In the aggregate, this group of mills produces about 10 percent of the annual 
lumber production. Commercial circular mills produce from 250,000 to 3 million 
board feet annually, are generally full-time operations, and are usually the 
primary business of the mill owner. As a group they account for about 75 
percent of annual lumber production in the valley. The few band or very 
large circular mills account for the remaining 15 percent. 


1 Photographs retained in committee files: Fig. 2 shows poor harvesting practice (pine) 
and desirable harvesting (pine); fig. 3 shows poor harvesting practice (hardwood) and 
desirable hardwood stand. Fig. 4 shows portable circular sawmill and typical small 
circular sawmill operation. 
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Sawmill survey 
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To develop a program that would arouse more operator interest and create 


actices, basic in- 


Such information was col- 


more favorable attitude toward better forest development pr 
lected in 1950. TVA’s sawmill survey at that time was limited to the commer- 


formation about sawmill operation was needed. 
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formation on (1) size and quality of logs sawn, (2) grade and volume of lum- 
ber produced, (3) crew size and organization, (4) equipment, (5) operating 
time and (6) other pertinent factors. Results of this survey showed a need to 
(1) reduce shutdown time, (2) work more days per year, (3) improve balance 
between men and equipment, and (4) purchase bigger and better logs. 
Shutdown time.—This is time the mill crew is being paid but no lumber is 
produced. The average for all mills was 2 hours. Major causes were filing and 
changing saws, log and lumber tieup, repairs, fueling and oiling, and weather 
(fig. 6). It is practically impossible for a circular mill to operate the full 8 
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FIGURE 6 


MISCELLANEOUS 


hours. However, a realistic figure would be 7 hours. At the average mill in- 
creasing production time from 6 to 7 hours would mean 1,000 board feet more per 
day and an increased profit. An extra saw would save time. So would im- 
provement in log and lumber handling facilities. Better equipment and adequate 
maintenance could reduce the time for repairs. Roofs would also help. 

Days worked per year.—The average mill operated 120 days per year. This 
is about half the number of available days. There is reason to believe that this 
could be increased because about 20 percent of the mills worked 200 days. 
Although these additional days involve more logs and more labor costs, they 
would reduce fixed production costs per thousand. 

Manpower and equipment.—About 25 percent of the mills were inadequately 
equipped. Many didn’t have enough power; over 20 percent didn’t have an 
edger; also lacking were dust chains and adequate facilities for handling slabs 
and logs. Other mills had wornout, inefficient equipment. Over 53 percent 
were portable. A proper balance between men and machines keeps both effi- 
ciently productive. For example, the mills that used an extra saw operated 20 
minutes more a day than did the mills without an extra saw. Mills with an 
edger produced about 28 percent more lumber per man-day than did the mills 
without edgers. Improved facilities for handling slabs would also help to 
increase profits. 

Log size and quality.—The average log size was 11 inches—8 inches for pine 
and 12 inches for hardwoods. Log size affects both production costs and lumber 
values. While it costs about twice as much per thousand to produce lumber 
from 6-inch logs as from 12-inch logs, the lumber from the smaller logs is worth 
just half as much. Logging costs are also affected by size. In general, logging 
costs decreased about $1 per thousand for each 1-inch increase in tree diameter. 


Dissemination of information 


Results of the 1950 sawmill survey indicated that improvement in manage- 
ment and more knowledge about log quality was needed and that circular 
sawmills generally lacked adequate equipment and facilities. The next step 
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was to get this information to sawmill operators. We cooperated with wood 
using industries, sawmill equipment manufacturers, trade associations, and 
State forestry agencies in disseminating and demonstrating the findings of the 
survey. We prepared reports and pamphlets and published the results of the 
survey in bulletins and trade journals. Some 1,500 reprints were distributed. 

One of the most effective educational devices was the sawmill conference. 
These were 1-day meetings held at a sawmill or some other appropriate place. 
Subjects included sawmill efficiency, lumber marketing, mill equipment, effect 
of tree and log size, and general mill management. Competent individuals from 
private industries and public forestry agencies served as discussion leaders. 
By June 30, 1955, 34 of these meetings had been held. Sixty percent of the 2,800 
persons attended were sawmill operators. 

There were indications that these efforts were getting results. Sawmill equip- 
ment manufacturers, wood using industry representatives, and other people told 
us that there had been an improvement in sawmill operations. There was some 
evidence that shutdown time was being reduced. To find out whether this was 
so, we ran another survey in 1955, 5 years after the original one. 


Resurvey 


The purpose of the resurvey was to determine whether overall efficiency of 
sawmill operations had improved during the 5-year period, to evaluate the effects 
of the educational program, and to bring our information on small sawmill op- 
eration up to date. Results of the resurvey in comparison with the original sur- 
vey are given below: 

Shutdown time.—Down time was reduced from 120 to 93 minutes. This is 
good progress but there is still room for improvement (fig. 7). Small mills 
made their greatest savings in log and lumber handling, medium mills in repairs, 
and large mills in weather and miscellaneous (fig. 8). The top 10 percent of 
the mills averaged only a little over 23 minutes lost time per day; almost 28 
percent lost less than 1 hour. 
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Days worked per year.—Considering all mills, there was no appreciable change 
in average number of days worked per year—120 days in 1950, 122 in 1955. But 
there were some significant differences by mill size. Small mills worked 25 
percent fewer days while medium and large mills worked 10 percent more days. 
There was also a difference between portable and stationary mills. Portable 
mills decreased operating days about 23 percent while the stationary mills 
increased 10 percent. 

Manpower and equipment.—Crew size was practically the same—6 men for the 
average mill. Some equipment improvements, however, were significant. For 
example, horsepower of power units increased from 76 to 88; headsaw size in- 
creased from 54 to 56 inches, and 90 percent of the mills had edgers in contrast 
to 79 percent in 1950. The proportion of portable mills dropped from 53 percent 
in 1950 to 38 percent in 1955. Generally, the equipment was in better condition 
and indicated improved maintenance. 

Log size and quality.—The size of the average log decreased about 1 inch, from 
10.9 to 10.1. Average log volume dropped from 57 to 45 board feet. The per- 
centage of grade 1 logs decreased from 7.7 to 3.6, the output of 1C and Better 
lumber from 29 to 21. 


Measure of progress 

Comparison of the two surveys shows that nonproductive time had decreased, 
efficiency of mills had increased, but log size and quality had decreased. Most 
progress had been made in mill efficiency, a reflection of reduced shutdown time 
and better balance of manpower and equipment (fig. 9). Results of the two 
surveys, along with our observations, indicate three general problem areas in 
sawmill operation. 

Figure 9.—Lumber production 


[In board feet] 
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Efficiency.—The operator is faced with rising costs of stumpage, labor, and 
equipment. Lumber prices, tempered by the price of competing materials, have 
not advanced at the same rate as costs. To offset this trend, the operator has to 
improve mill efficiency. One way to do this is to reduce shutdown time. The 
1955 resurvey showed that 87 percent of the 93 minutes of downtime resulted 
from filing and changing saws, log and lumber tieups, and repairs to dust chain, 
belts, ete. Each of these disruptions can be practically eliminated by better 
management. 

There are several log cleaning devices on the market that are designed to keep 
saws sharp longer. These router-type machines remove the bark along the saw 
line just ahead of the saw. Saw-dulling dirt and grit usually found in the bark 
is thus eliminated. The time lost filing and changing saws at mills having only 
one saw is 40 minutes per day. Having an extra saw and paying a filer to 
sharpen it during off hours would save at least 20 minutes. This would mean 
about 340 board feet more lumber per day and an additional $5 profit (fig. 10). 
An extra saw and log cleaner together would practically eliminated the need for 
changing saws during an 8-hour production period. This would mean an in- 
creased production of about 700 board feet per day and $7 more profit. At this 
rate, the equipment would pay for itself in less than a year. 
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SAWING TIME LOST WHILE FILING 


MILLS WITH ONLY ONE SAW (-), LOSE 40 MINUTES PER DAY FILING 


MILLS WITH SPARE SAW () AND CHANGING SAWS, 0seE~O MINUTES 


fe 5o— 


A SPARE SAW( © }INCREASING PRODUCTION 
BY 
20 MIN. PER DAY or 340 bo rt. 


FIGURE 10 


Log and lumber handling tieups cause 22 minutes of downtime at the average 
mill. This means the mill has to be shut down to move logs to the log deck or to 
move lumber, slabs, or edgings away from the mill. Practically all of this down- 
time can be eliminated by prudent management and proper equipment. For 
example, time lost because of slab handling can be entirely eliminated by use of 
a conveyor or some other suitable facility. 

Equipment repairs accounted for 16 minutes of downtime at the average mill. 
Although it may be impossible to eliminate downtime from this cause, it can be 
reduced materially. Equipment of adequate power and capacity, properly main- 
tained, should reduce downtime to a minimum. A number of mills, for example, 
just didn’t have enough horsepower to adequately handle their equipment. This 
resulted in excessive wear and strain, and more frequent repairs. Many mills 
have to shut down frequently because of dust chain trouble while others never 
have such trouble. The difference is more adequate equipment and timely part 
replacement. 

Another way to increase efficiency is to use as many laborsaving devices as 
practical. Generally, where bulk material has to be handled, a machine can do 
the job more efficiently than a man. This is especially true in the timber indus- 
try. Many of the circular mills use manpower where equipment would be much 
more efficient. For example, in a recent logging survey we found 6 out of 14 
operators loading logs on trucks by hand. Possibilities for equipment use at 
the mill include moving logs from yard to deck, turning logs at carriage, and 
handling slabs and lumber. 

Stumpage.—Our two surveys show a decrease in average log size and a result- 
ant decrease in the quality of lumber produced. This is evidence of a decreasing 
supply of high quality stumpage. The 1950 survey showed that 55 percent of 
the hardwood logs were under 12-inch d.i.b. (diameter inside bark at the small 
end of the log). In 1955 the percentage had increased to 62. Also, the propor- 
tion of grade 1 logs (best grade) decreased from 8 percent to 4 percent (fig. 11). 
This puts more of a burden on the operator because sawing small logs increases 
production costs, and since lumber quality decreases with log size, the lumber 
value is less. Some time in the future, as a result of forest management, this 
trend will be reversed. But for the immediate future, operators must face the 
problem of small logs. 
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Figure 11.—Logs sawed at sample mills 
{In board feet] 
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Marketing.—The size and quality of logs now available results in the produc- 
tion of a significant proportion of the lower lumber grades. Local markets for 
this kind of lumber are limited, and in many cases the selling price is below 
production costs. Some mills (16 percent) sell their lumber mill run when they 
might realize greater returns by grading. This is especially true for hardwoods. 

The seasonal fluctuation in lumber demand presents another problem. Lumber 
prices usually vary with this change in demand, rising when supply is short and 
falling when there is an oversupply. If a mill operator could hold his lumber, he 
could take advantage of market changes and sell his lumber when the market is 
favorable. Also, air-dried lumber is higher priced than green lumber. In some 
cases there are markets for air-dried lumber when there is very little demand for 
green lumber. We found in our 1955 resurvey that 70 percent of the mills sold 
green lumber. If they had been able to air-dry the lumber they probably would 
have been in a more favorable marketing position. 

Another aspect of marketing is product diversification. If an operator had 
outlets for several products he would be in a more favorable position to realize 
greater returns. A wider choice of markets would enable him to produce an 
optimum combination of products from the available stumpage. 



















Summary 

From consideration of the problems facing sawmill operators in the Tennessee 
Valley, certain needs can be identified. 

Managerial skill—A major factor in any business enterprise, including saw- 
milling, is managerial skill. There is evidence that this could be improved con- 
siderably in circular sawmills. Shutdown time, balance of manpower and equip- 
ment, general operating efficiency, and marketing methods all indicate a need for 
better management. Most circular sawmill operations are individually owned 
and operated businesses. They lack the facilities and assistance available in 
larger enterprises. Management is practically a one-man job. 

Adequate capital_—Our surveys and observations indicate that production effi- 
ciency at many mills is handicapped by lack of adequate equipment. Forty per- 
cent of the mills had no cutoff saws, 10 percent didn’t have edgers, 33 percent 
didn’t have extra head saws, 46 percent didn’t have adequate log-handling equip- 
ment, and about 30 percent had wornout equipment or inadequate power units, or 
both. For example, an edger would soon pay for itself (fig. 12). Shutdown time 
due to repairs and log and lumber handling totaled 38 minutes per day. 

We discern two trends in the circular sawmill industry in the Tennessee Valley. 
One is toward fewer mills; the other is a shift from portable to permanently 
located mills. These permanent mills are usually larger in size and more mech- 
anized, and they have a higher degree of utilization than the portable mills. As 
a result of these trends, there will be a need for more and better equipment to 
balance manpower and achieve maximum efficiency (fig. 13). 

Survey results show that 70 percent of the mills sold green lumber. Ina num- 
ber of cases this was the logical thing to do. However, many mills sold green 
lumber because they apparently didn’t have enough capital to hold the lumber 
and meet operating expenses. 
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Marketing.—The quality and size of stumpage available in the valley make it 
inevitable that a significant portion of the lumber produced will be in the lower 
grades. Survey results showed almost 80 percent of the logs to be grade 3 and 
below (top grades are 1 and 2). Mill operators must exercise considerable skill 
and ingenuity to market this lower quality material at a profit. 


The Cuartrman. Mr. Thomas W. Hetz. Mr. Hetz, would you come 
around, please, sir ? 

Mr. Hetz, of Lonaconing, Md., is president of the Tri-State Pulp- 
wood Cooperative Association of Westernport, Md. 

The Cuarrman. We are glad to have you, Mr. Hetz, and if you will 
introduce the gentleman who appears with you, please ? 
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Mr, Herz. Mr. James Carey. He is our secretary. 

The CoHatrmMAn. Yes, sir. 

Mr. Herz. Unfortunately, I have-laryngitis. I have a prepared 
statement, and I would like to make a request-——— 

The Cuarmman. The best treatment for laryngitis, I have found out, 
is not to talk. We will put your statement in the record in full, and 
you may summarize it anyway you want to, or you may let the 
gentleman who is with you doit. 

Senator Lone. Where is his pr epared statement ? 

Mr. Herz. He has a copy of it. I would like for him to read it, 
if you like. 

The CHarrMan. Fine. 

Senator Lone. Mr. Chairman, might I suggest that we just let them 
thermofax the statement and we can read it 1n less time than he would 
take to read it to us? My office can take care of that very quickly. 

The Cuarrman. The only thing about it is that we do not know 
what to question him about. 

Senator Lone. You can call your next witness, and we can read that 
statement and then question him on that. But you go ahead and do 
it your way. 

Mr. Herz. I will be glad to answer any questions on it that you 
have. 

The Cuarrman. Now, I notice the name of your organization is the 
Tri-State Pulpwood Cooperative Association. That is the produc- 
tion of pulpwood for making paper, is that right ? 

Mr. Herz. Yes, sir. 

The CHartrman. Are the papermills that your members supply 
located in Maryland? 

Mr. Herz. At Luke, Md. 

The Cuamrman. Is it the largest ? 

Mr. Herz. Yes. 

The CHatrmMan. Does it afford a ready market for all of the farmers 
in your area who want to sell ? 

Mr. Herz. Well, no. The farmers—they just have partial con- 
tracts. They have contracts for just a part of the timber that they 
can produce. 

The CuarrMan. Well, what about the individual farmer that may 
have a relatively small tract and he likes to cut or needs to cut peri- 
odically to thin out; does he have a ready access to a market there, 
or does he have to wait for a long time ? 

Mr. Herz. No, he does not. They allot a number of tickets, de- 
livery tickets, each month. Some of the producers will get maybe 
one load a month, while some other ones will get, possibly 15, 20, 25. 

The Cuamman. Is there much of a waiting period for them? 

Mr. Herz. You mean in the yard? 

The Cuarrman. No; in being able to sell. 

Well, I will give an example. 

Mr. Herz. You mean in order to get a contract, Senator? 

The Cuatrman. In order to be able to sell # 

Let me give you an —— I have some pine trees myself. They 
need thinning, need it badly. The nearest papermill to where I live 


is probably—well, say about 100 miles away. The one that is most 
accessible is the Bowaters Mill up in Tennessee, because they buy 
through that area and ship it on the river. 
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But I know that the farmers around there have to apply to them 
for a time in which to sell. I have been on the waiting list for nearly 
2 years; for a year and a half they tell me there are lots of farmers 
still ahead of me. Do you have any such situation? 

Mr. Herz. Yes; we do. We have that same situation. 

The CuarrMan. In other words, what a great many experience. If 
we are really to encourage tree farming throughout this country, and 
the production of pulpwood, or proper forestation, proper forest 
practice, by regular thinning, proper thinning, then the farmer needs 
a more ready access to the pulpwood market; 1s that right ? 

Mr. Hertz. Yes, sir; that is true. 

The Cuarrman. Is that about what you say in your paper? 

Mr. Herz. Well, part of that. I cover other things which are 
bothering us quite a lot. 

The Cuarrman. I wonder if you could just indicate very briefly— 
and I do not want you to have to talk more; or let the gentleman with 
you, if you want to. 

I will tell you, one time I had laryngitis and the doctor put me 
in the hospital on my back and would not let me utter a word, and gave 
me a pencil and paper. He said, “Regardless of how bad you want 
to talk,do notdoit. You write itdown.” SoIdo not want to irritate 
your laryngitis. I was campaigning that week, and during that week 
of campaigning Senator Long took over my assignments and did it 
for me. 

Mr. Herz. Several years ago when Senator Beall was campaigning 
in Maryland—I think it was 6 years ago; yes, 6 years ago. 

The CuatrMan. That is right. 

Mr. Herz. William Gunther, attorney, was campaigning for him. 
He was in Baltimore. Somehow or other he lost his hat. So he was 
campaigning for him in Hagerstown, Md. He lost his coat. And 
when he came to Grantsville, Md.—that is in our district—he lost his 
voice. 

The Coarrman. That is the way it goes sometimes. 

Mr. Herz. This does happen to me occasionally. I am going to 
just read a part of this. 

The Cuarrman. Wait just a minute. We will have our staff direc- 
tor, Mr. Stults, read it for you. 

Mr. Struts. I will read the prepared statement of Mr. Hetz, presi- 
dent of the Tri-State Pulnwood Cooperative Association. 


STATEMENT OF THOMAS W. HETZ, LONACONING, MD., PRESIDENT, 
TRI-STATE PULPWOOD COOPERATIVE ASSOCIATION, WESTERN- 
PORT, MD., ACCOMPANIED BY JAMES CAREY, FROSTBURG, 
MD., SECRETARY 


(The full text of the prepared statement as read by Mr. Stults, 
follows :) 


PREPARED STATEMENT OF THOMAS W. Herz, PresmpENT, TRI-STATE PULPWoOD 
COOPERATIVE ASSOCIATION, AS READ BY WALTER B. STULTs, STAFF DIRECTOR, 
SENATE SMALL BUSINESS COMMITTEE 


The income to pulpwood sellers and producers in the Cumberland-Frostburg 
area (including Bedford County, Pa.; Allegany and Garrett Counties, Md.; 
Mineral, Grant, Hampshire, Hardy, and Pendleton Counties, W. Va.) is low. 
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Much cutover iand suitable for reforestation is also lying idle because owners 
are not financially able to reforest them and it is understood that forests are, 
in general, not cared for as they should be. 

To help improve these conditions, sellers and producers undertook the for- 
mation of a cooperative bargaining association. Articles of incorporation were 
drawn up and some membership dues were collected. At the present time, 
about 400 pulpwood producers, owners, and renters are considered members. 

The initial effort of this association was to form a union of pulpwood pro- 
ducers, owners, and renters. The initial purpose of the union was to withhold 
pulpwood from the major market outlet in this area, the paper mill located at 
Luke, Md. This mill belongs to the West Virginia Pulp & Paper Co. Efforts to 
form a union were subsequently abandoned and the existing cooperative formed. 
As might be expected, attempts of this organization to bargain effectively with 
the West Virginia Pulp & Paper Co. failed. 

In May 1957 we asked the USDA for assistance. Representatives of Farmer 
Cooperative Service and Forest Service met with officials of the cooperative. 
Following this, a meeting was arranged in Frostburg, Md., and plans to help 
this association were decided upon. 

Mr. Job K. Savage, Farmer Cooperative Service and Mr. Robert K. Winters, 
Forest Service, are primarily USDA consultants on this project. 

On the 11th of December 1956, we visited the Tyrone, Pa., plant and inter- 
viewed some of the producers and contractors. In those interviews, we learned 
that they were using a dealership as a method of buying their pulpwood. These 
dealers apparently were furnishing the producers with their own delivery 
tickets. The dealers were paying from $11.50 to $16.50 for a cord of 260* cubic 
feet and depending upon the distance that the trucker had to travel. We also 
noticed that some of the equipment, the trucks they were driving were in great 
need of repairs. Apparently, the producers had not been able to afford the 
needed repairs. A few of the truckdrivers that we interviewed were frightened 
for fear they would lose their orders if they were seen talking to us. 

In March 1957, we also visited the Covington, Va., mill and there we found the 
conditions somewhat similar to those in Pennsylvania. We did observe that the 
equipment the truckers was using at the Virginia mill area was in somewhat 
better condition than that used by the producers in Pennsylvania. In making 
this survey, we talked to a number of service station owners, garages, and coun- 
try store owners. One of the questions that we asked was “If your customer, 
who is a timber producer who is in need of a tire, a battery, gasoline, or other 
repairs, are they in a position to pay you cash for these parts or services?” 
The replies were: “No,” “‘Sometimes,” and “Part payment.” We also learned 
that a number of the dealers were also dealers for pulpwood; they would give 
the trucker gasoline and oil to haul the wood to the mill; also groceries to tide 
him over until they made delivery of the wood. Those charges were then de- 
ducted from the amount of cash that the trucker received. 

To our knowledge, these conditions do not exist in the Luke Mill area, but 
due to the increase costs of power saws, axes, trucks, and other woods equip- 
ment, and the increase of labor, very often the producers are “just trading 
money.” We have some timbermen in the area who are leaving hundreds of 
cords of pulpwood go to waste because the overall cost is too great for them to 
salvage it and haul it to the mill. 

We have many other problems and we hope that some of them will be allevi- 
ated, if not completely erased as we go along. The one problem which gives 
us much concern is the present weight laws. We, in Maryland, can buy a truck 
license permitting us to gross from 10,000 to 50,000 pounds, but we are restricted 
from loading more than 22,400 per axle, with a fine of 2 cents per pound over 
the maximum axle weight and up to 5,000 pounds. If the axle weight exceeds 
5,000 pounds, the penalty is 6 cents per pound. 

West Virginia has an axle weight of only 18,000 and I understand that Penn- 
sylvania has an axle weight of 22,000 pounds. Timber truckers, being unable to 
determine the exact weight of their hauling due to the variation of the different 
species of wood and the sap content, they are constantly in a state of anxiety 
from the time they leave the woods until they reach the woodyard. We are 
hoping that the Senate can come up with some kind of national uniform weight 
law that will eliminate this condition. 

Another is the gas tax that is on the motor fuel that we use in the woods for 
cutting and logging. The farmers do have relief on this in Maryland, but the 
timbermen, as a whole, do not. Also, reforestation could be a help. If there 


1This figure was later corrected by Mr. Hetz to read “160 cubic feet” (see p. 140). 
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was a subsidy paid on the small timber that the woodlot owner controls and is 
cutting, it would be a conservation measure that would excel any reforestation 
method that we have as of now. 

We have many owners who cut anything that will make a 4-inch stick of pulp- 
wood. If this small wood was left standing, possibly for a period of 10 years, 
it would grow into profitable timber. In order to accumulate enough money to 
pay their taxes and other expenses, we believe that if they could be paid a sub- 
sidy of $1 per estimate cord of wood per acre, it would help them tremendously ; 
also, conserve a lot of timber and replace the need of reforestation. We know 
that the timber that we have is somewhat immune to the local diseases, that is 
why it is here. When we reforest with seedlings, they are susceptible to these 
local diseases plus the damage that is done to them by wildlife and domestic 
livestock. A subsidy would also encourage conservation and I believe it would 
be worked similar to the farm soil bank. 

In conclusion, we have many other problems, some of which will be explained 
by our secretary, James Carey. 


Senator Lone. May I ask a question to get this clear in my mind? 

The CHarrMan. Surely. 

Senator Lona. Mr. Hetz, you say: 

The initial purpose of the union was to withhold pulpwood from the major 
market outlet. 

Withhold the stuff. I thought you were producing it. You mean 
to withhold it and hold out for a better price ? 

Mr. Herz. That is correct; yes, sir. 

Senator Lone. All right. Now, your idea was that if you did not 
work together they were going to make you produce it so cheap that 
you could not make a profit ? 

Mr. Herz. That is right. 

Senator Lona. I see. 

Mr. Struurs. May I have one further question ? 

You say you fellows organize and try to get a price that you can 
live on. Did you have the impression that those mills were working 
together trying to keep you from getting that price ? 

Mr. Herz. When we first started to organize, the mills became 
frightened, because at that particular time their yard was down; 
their inventory, their physical inventory, was down very low. And 
we felt it was an opportune time to take some action and maybe we 
could get a little better price out of it. 

At this interview that we had in Tyrone, Pa., we had some trouble 
trying to stop the truckers in order to talk to them. They were 
scared. One fellow told me that he had to be awfully careful who he 
was talking to or he would lose his orders. In fact, they were all 
frightened. They just did not want to talk to us. And the equip- 
ment that some of those fellows were using over there—we saw two 
of them—one sitting along the street before they got to the mill with 
a flat tire, and another one went in with one tire flat. He was carrying 
a load on three tires on the rear end. Now, if those fellows were mak- 
ing money they would not have had to do that. 

In March 1957, we also visited the Covington, Va., mill and there 
found the conditions somewhat similar to those in Pennsylvania. We 
did observe that the equipment the truckers were using at the Vir- 
ginia-mill area was in somewhat better condition than that used by 
the producers in Pennsylvania. 

Mr. Struurs. These are all mills of the West Virginia Pulp & Paper 
Co., are they not ? 
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Mr. Herz. That is right. 
The Cuatrman. Are there further questions ? 

Senator Morse. Mr. Chairman. 

The Cuarrman. Senator Morse. 

Senator Morsg. Mr. Hetz, Mr. Secretary, is it your opinion that the 
mills themselves are working in collusion in order to keep down the 
prices that they pay the producer ? 

Mr. Herz. Well, I believe they are. That is the impression I gath- 
ered. 

It seems that—well, Mr. Peterson, the procurement man at the Luke 
Mill, at one of our conferences he told me that due to the competition— 
we did ask them for a 5-cent raise right straight across the board on 
the different types of wood. And he said they could not afford to 
pay it because the competition was too great. 

He said, “Now, if we were to pay you $5 a cord”—I think it takes 
2 cords of wood to make a ton of paper—“they would have to go back 
and tack this on top of their finished product.” 

And I said, “Well, Mr. Peterson, whenever steel has an increase in 
production costs they automatically go out and tack it on top of their 
sales of their finished product and they get it.” And I believe that 
paper as a whole could do it. I mean it would only be a matter of a 
few cents a pound, which would mean an awful lot to the producers. 

Senator Morse. Well, I am a little disturbed, Mr. Hetz, by your 
testimony that you went into these other communities to conduct a 
survey among the other producers involved and you ran into a com- 
munity attitude of apparently economic fear on their part that their 
conferring with you might result in some sort of economic discipline 
against them; namely, that the mills would stop buying from them. 
Is that based upon collusive movement on the part of the mills to keep 
the producers of the pulp at such a low price structure that if they 
are making a livelihood at all they almost have to be at the bidding 
of the mill? 

Mr. Herz. Well, I believe, Senator, some of those fellows are in 
such a financial state that they sometimes, in order to get just a few 
dollars, they will go out and do a lot of work and produce a load 
of wood. There are many times that they just trade money. We 
have some sawmill men up there; we have one in particular, a Mr. 
Otis Kent, and he produces quite a lot of lumber, and he leaves 
hundreds of cords of pulpwood in the woods because it costs him more 
to produce it, to get it out and produce it, and deliver it to the mill 
than what he can get for it. 

Senator Morse. That is all. 

The CuHatrman. Senator Proxmire? 

Senator Proxmire. Yes. 

Do the prices vary for the wood that you would sell to the mills; 
do they remain the same for 6 months or a year? 

Mr. Herz. Well, the prices have been the same. I would say, for 
possibly 8 or 10 years. 

Senator Proxmire. The same, identical prices for 8 or 10 years? 

Mr. Herz. Yes, sir. 

We had a 90-cent raise. We have had one 90-cent raise within the 
last 10 years. 
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Senator Proxmire. There is no competition, no price competition ? 

Mr. Herz. No, there is not. 

Senator Proxmire. Between various mills? 

Mr. Herz. No, sir. 

Senator Proxmire. None at all? 

Mr. Hertz. No, sir. 

In fact, Senator, that is the only mill in the area. 

Senator Proxmire. Do you sell any of what you produce outside of 
the State of Maryland? 

Mr. Herz. No; we do not. 

Senator Proxmire. Do the mills buy any from outside the State? 

Mr. Herz. Yes; they do. They buy from West Virginia. They 
buy from Virginia and Pennsylvania. 

Senator Proxmrre. About’ what proportion of what they buy is 
bought from within the State? 

Mr. Herz. Well, I would say 

Senator Proxmire. Half? 

Mr. Herz. They would buy, I would say, somewhere between 75 
or 80 percent outside of the State of Maryland—so that quite a lot 
of their wood comes from West Virginia. The mill is situated on 
the Potomac River at Luke, Md. 

Senator Proxmire. 75 percent outside the State ? 

Mr. Herz. I would think so. 

Senator Proxmire. You say there was a 90-cent increase. What 
percentage increase was that? Look at it this way; from what price 
to what price? 

Mr. Herz. We were getting $13.60, and they increased it to $14.40 
for oak, and hardwood was from $14—— 

Mr. Carey. $14.60. 

Mr. Herz. $14.60 to $15.50. Pines, they increased them to $16.50. 

Now, here is another item. The wood that they buy from Penn- 
sylvania, that is, their hardwoods and their oak, they pay the same 


price for it. In Maryland, the wood they buy in Maryland they pay 
90 cents less 


Mr. Carey. 90 cents less for oak. 

Mr. Herz (continuing). For oak than they do for hardwood. But 
pine that they buy in Maryland they pay 35 cents more a cord than 
they do in Pennsylvania. 

One of the scalers was showing me a chart up there one day, or a 
map with the Pennsylvania line on, and he said, “Now, all of the oak, 
of course, comes from up here from in Pennsylvania and all of the 
pine comes from down here in Maryland.” You get what I mean. 

Mr. Carey. There is a 90-cent difference in oak from Pennsyl- 
vania on the cord than from Maryland. 

Senator Proxmire. Now, you are a farmer; you are a producer? 

Mr. Herz. That is right; farmer. 

Senator Proxmtre. Most of these farmers produce lumber as’ their 
principal farm crop? 

Mr. Herz. Well, there are quite a few of them that cut pulpwood 
asacash crop. Some of them have small farms. 

Senator Proxmire. Do any of them hire people to come in and cut 
for them ? 

Mr. Herz. Yes, quite a few of them. 
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Senator Proxmire. Most of them do as the usual pattern? 

Mr. Herz. Most of them do. 

7 Proxmike. Can you give me an idea of what wages they 
pay 

Mr. Herz. Well, I do not think that the wages, any of them, exceed 
much over $1 an hour. 

Senator Proxmire. $1 an hour? 

Mr. Herz. I do not believe. 

Mr. Carey, $1 to $1.25. 

Mr. Herz. $1.25 is tops. 

Mr. Carey. Most of them, a dollar. 

. Mr. Herz. At one of our meetings with Mr. Peterson of the West 
Virginia Pulp & Paper Co., he mentioned the fact that we could 
produce wood cheaper by using cheaper labor. But I believe that is 
entirely the wrong point of view, because cheap labor is expensive. 
I mean we have found that out. 

Senator Proxmie. You mean cheaper than $1 an hour? 

Mr, Herz. Yes, you can. You can get men to work for less than 
$1 an hour. I would not ask them, because the man who is working 
for less than $1 an hour, when he goes in the grocery store to buy a loaf 
of bread, he has to pay 21 cents for it just the same as I do. 

Senator Lone. You have got a minimum wage law. 

Senator Proxmire. That is what I was going to say; is it under 
the Fair Labor Standards Act? 

Senator Lone. What happens there, though; would that situation 
not be that the people buying it from you or hiring that labor them- 
selves would have to pay that $1 because they would be under the 
minimum wage; but if they buy it from you instead, they could be 
in the position of telling you that you should not pay that much 
because you are not under the minimum wage law? 

Mr. Herz. Senator, I believe that the pulpwood producers, unless 
they have more than 13 employees, they are excluded. 

Senator Proxmire. That is the State law ? 

Mr. Herz. I think that is Federal law. 

Senator Proxmime. Over 13. Isee. All right. 

Mr. Herz. And that does not include their office help. 

Mr. Carey. A lot of the help would be farm help, probably, a man 
on the farm working in the woods in the wintertime. 

Senator Proxmire. Well, that is the cause of a great difficulty in 
the farm anyway, because the children, the wife, all kinds of people 
are working. 

Senator ee The point is, you are selling to a man who is in 
interstate commerce and who is shipping into interstate commerce, but 
you are not in interstate commerce. And I believe that that would be 
the difference; that one would be covered and the other would not. 
And this is perhaps decisive. 

Mr. Carey. Some of them would be covered, would they not? I 
mean regular woodsmen that do not farm ? 

Senator Lone. Well, at any rate, your labor is not protected by 
the minimum wage law, and that being the case they tell you that you 
are paying too much. 

Mr. Herz. Well, it just about sums up to that. 

Senator Proxmire. I just have one more question, Mr. Chairman. 
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What proportion of the producers in your State are members of your 
association—or in your tri-State area, rather, are members of your 
association ? 

Mr. Herz. The last conference that we had with the company—that 
was in Washington the 3d of November in the Department of Agricul- 
ture—Mr. Peterson ™ stated there at that time that there were 916 
producers. Out of those 916, we have 402 members, 

Senator Proxmire. And that represents more than half of the 
production ¢ 

Mr. Herz. Well, there are a lot of those contracts that do not want 
to goin. ye 

Senator Proxmire. You see, my question is, you have a little less 
than half 

Mr. Hertz. Yes, we do. 

Senator Proxmire. Of the producers, but I wonder if you have the 
small ones or the large ones or representative samples in about 45 
percent of the total production represented by your association ? 

Mr. Herz. I believe we have more or less a cross-section of them. 

Senator Proxmire. Allright. Thank you, Mr. Chairman. 

The Cuarrman. Any further questions? 

Thank you very much, Mr. Hetz and Mr. Carey. 

Mr. Herz. Yes, sir. 

The Cuarrman. Our next witness is Mr. E. E. Hale, executive vice 
president of the Alabama Forest Products Association, Montgomery, 
Ala. 

Come around, Mr. Hale. 

By the way, we have in the audience Congressman Meyer of Ver- 
mont. He is a rather unusual person in a couple of respects. Heisa 
professional forester and he is a Democratic Congressman from the 
rockribbed State of Vermont. Mr. Meyer, we are glad to have you. 
Would you come up and join us? We will be glad to have you do so 
if you care to. 

fr. Meyer. Thank you, Senator. 

The Cuairman. Mr. Hale, we are glad to have you with us. 

Mr. Hare. Thank you, Mr. Chairman. 

The CuarrMan. I would like to tell these people something of the 
tremendous job that you have done in the State of Alabama in con- 
nection with good forest programs and good timber production. We 
are glad to have you with us. You proceed in your own way. 

Mr. Hare. Thank you, sir. 





STATEMENT OF ERNEST E. HALE, EXECUTIVE VICE PRESIDENT, 
ALABAMA FOREST PRODUCTS ASSOCIATION, MONTGOMERY, 
ALA. 


Mr. Hare. Mr. Chairman and members of the committee, I appre- 
ciate the opportunity of appearing before you. I have a prepared 
Botemnant, and I shall not take much time, but may I address you 
tosay this: 

Conditions, I learned, vary tremendously from section to section in 
the lumber and wood-using industry, and I will confine myself to 
Alabama conditions. But I may also say, off the record, that it 
looks as if we have a shortage of papermills. 





7 Mr. Peterson is forester for the West Virginia Pulp and Paper Co., Luke, Md. 
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The Cuarrman. Shortage of papermills? 

Mr. Hate. Yes. 

The Cuarrman. I know we have, in our section anyhow. 

Mr. Hatz. And Alabama is gaining several that are just going into 
production this year, and probably we can use two more. I think 
two more are being built, or will be soon. 

I may say also in that connection that papermills have had their 
problems. They have had a big buildup of unsold products and it 
cut down their production. I happen to know that, that they could 
not sell their products, especially during the depression. So they 
have had those problems too, and no doubt that accounts for some 
of it—not being able to take the wood. 

But we have entirely, I think, a different and more healthy situa- 
tion. So I will not take too much time. I will just read this state- 
ment. Thank you. 

The Cuatrman. I want to say this, Mr. Hale; following what you 
have suggested, speaking only from my experience and in the State 
of Alabama, the papermills that we have there have done a tre- 
mendous amount of good for our farmers throughout the State, and 
certainly within the radius of their operations they have greatly 
stepped up the income of our people. 

Mr. Hare. For the benefit of the gentlemen in other sections, the 
first mill was built and operated in Alabama in 1929, and today there 
are 10 mills. And when the first one came in we thought that would 
end the lumber business, and today we are growing more timber and 
have more timber and more standing timber because we furnished 
the market and people did a better job. 

The Cuarrman. How many papermills have we in Alabama? 

Mr. Hate. We have eight that are in production and two, well, 
right on the edge, under construction. And we have Homecraft, 
and Wholewater and St. Regis, you know, are right around the edges. 

I might make one other statement, please, sir; and that is that out 
in Senator Morse’s area we think that is a good territory, but the 
Weyerhaeuser Co. is buying up a great deal of the land. In north- 
west Alabama we thought a great deal of the land was useless, and 
they say they can grow trees faster there than they can out West. 

That is a chamber of commerce speech, but I am just putting it in. 

My name is Ernest E. Hale, Montgomery, Ala. I am executive 
vice president of the Alabama Forest Products Association. The 
membership of this association includes all types of manufacturers 
of wood products and timberland owners. It is composed of 437 saw- 
mills; 96 timberland owners, 7 papermills, 94 pulpwood dealers, 110 
pulpwood producers, and 30 miscellaneous manufacturers of forest 
products. 

Alabama Forest Products Association is active in the promotion of 
keep green programs, the promotion of better management of forest 
lands, and the improvement of the quality of products manufactured. 
We also concern ourselves with legislation that directly affects the 
industries represented. 

In my work with the organization I travel over the entire State 
and am well acquainted with conditions that exist in every area. 
Since this hearing is directed to the problems of the small sawmill 
operator and the logging contractor, I will confine my statement to 
these subjects. 
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During and immediately after World War II, the number of small 
portable sawmills trebled in Alabama. At that time there was a good 
demand for lumber, resulting in many people getting into the busi- 
ness without much knowledge of its operations. The differential be- 
tween the price of lumber and the price of logs was favorable for 
profitable operation. 

Later on, however, the competition for timber became acute, and 
by the early fifties the price of stumpage had increased from $6 to $7, 
in 1940, to $40 in most areas without a corresponding increase in the 
price of lumber. <A fluctuation of $5 or $10 in lumber prices would 
quite often wipe out a mill which had purchased high-priced 
stumpage, 

Several manufacturers had developed debarking equipment for small 
mills at a price that was in their reach, enabling those who bought 
the equipment to utilize much more of the log; and, as a result of the 
installation of debarking equipment, mills that ordinarily bought 
rough green lumber preferred to buy logs paying as much for them 
delivered to the mill as they would rough green lumber. 

We have records of many instances where 8 to 10 of the small portable 
mills started logging for the mill that had installed debarking equip- 
ment. 

Sawmill operators have found it very profitable to utilize slabs and 
edgings by converting them into chips and selling to the paper mills. 
They can afford to pay more for the logs than those who do not utilize 
slabs and edgings. As a result, many small mills have gone out of 
business. Furthermore, the mill that has put in debarking and chip- 
ping equipment also has put in better machinery and produces higher 
quality lumber. It has been a very healthy revolution in the sawmill 
business both for the timberland owner and the manufacturer. 

Low-grade hardwood is manufactured into crossties or sold as 

ulpwood. That not suitable for either is usually killed to make room 
or more suitable species, which is in conformity with good forestry 
practices as prescribed by experts in forest management. 

Timberland owners are pleased to have a market for hardwoods 
going to papermills. It is estimated that papermills in Alabama are 
now consuming various types of hardwood supplying 15 to 20 per- 
cent of their total woodpulp. Moreover, we cna reason to expect 
hardwood consumption to increase substantially in the next few years. 

In preparation of this statement I was amazed at the tremendous 
amount of research being conducted on the utilization of hardwoods. 
A committee on coordinating research list 54 projects by educational 
institutions alone in 1957-58. Every pulp and papermill in Alabama 
is carrying on research and spending several million dollars installing 
equipment to utilize hardwood. 

Our organization has often discussed the feasibility of price re- 
porting, but it has been difficult for us to see how it would benefit either 
the producer or the timber grower; on the other hand, it could create 
confusion. Practically all timber is purchased on the stump, either 
by the cord or by the 1,000 board feet. The price the purchaser pays 
depends on the quality of the timber and its accessibility to a loading 
out point. 

There are many consulting private and public foresters available in 
Alabama to ele timber and advise the seller on the best method of 
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sale. Very seldom is timber sold on a bulk basis as was the practice 
many years ago. Quite often it is sold by sealed bids and the high 
bidder’s price is known throughout the territory. If timber was a 
standardized product like corn, wheat, or cotton, price reporting might 
be beneficial; but under the circumstances I feel it would only con- 
fuse both the buyer and the seller. Until forest products are standard- 
ized and sold strictly on grade, price reporting will be of no value. 

The Small Business Administration has helped several of our small 
sawmill operators by extending loans for capital improvements and 
operating capital. 

It appears to me that when there is a need for credit not readily 
available by local banks in an area, that several of these small country 
banks could raise $150,000 capital and qualify to make loans through 
the Small Business Administration facilities. 

Senator Sparkman’s bill, S. 59,° if it becomes law, permits a per- 
centage of the — when invested in the business for improvements 
to be tax free. This certainly will greatly benefit the small sawmill 
operator who needs to make improvements to meet competition. 

Senator Lone. You said something in your statement about, “Quite 
often it is sold”—and this is pulpwood you perhaps had in mind— 
“by sealed bids and the high bidder’s price is known throughout the 
territory.” What did you mean by that? 

Mr. Hate. Well, for instance 

Senator Lone. You mean the high bid is known before they open 
the envelope? 

Mr. Hate. No; it is known when it is announced afterward, and 
all the people up and down the country talk about it. 

Senator Lona. I see. 

Mr. Hate. We have it not only on Federal land, but on many 
others—State forests and all, and at this time—now, I agree, and I said 
in the beginning that we do not have, fortunately, the problems in 
Senator Proxmire’s territory or the gentleman that preceded me. 
We have people buying timber and selling it in four or five different 
mills. 

Senator Lona. I believe Senator Sparkman was one of the principal 
advocates—I believe the principal sponsor—of that bill in the Small 
Business Administration ; were you not, Senator ? * 

The Cuarrman. Yes. 

Senator Lone. Now, when the SBA starts digging around to see 
where they want to put that money, my State looks like it would be 
an absolute gold rush of people trying to get into that particular 
business, in the small-loan investment company. But this would be 
a fine opportunity to get some Federal money and have a nice chance 
to make a profit without too much danger of losing money, or with 
certainly very limited liability; and it would seem to me that the 
SBA in setting up these investment companies should look around 
in situations like this where there are a lot of small businesses that 
need some money, and help those people to modernize their small 
businesses and help a number of small businesses. 





2S. 59, a bill to provide a program of tax adjustment for small business and for persons 
engaged in small business, introduced Jan. 9, 1959. 
Public Law 699, 85th Cong. (S. 3651): To make equity capital and long-term credit 
more ee: available for small business concerns, and for other purposes, approved 
ug. 21, 4 
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Mr. Hate. That is right. 

We have in our area a small country bank which is right out in 
the area of this production. Probably if a man wants to put in a 
debarker, the equipment costs $150,000, he could not finance that out 
of his banking facilities. And the banks we are talking about, which 
encourage them to get in and four or five get together and capitalize 
and set this up. But let this banker know a man and wade through 
that and 

Senator Lona. What the average fellow wanting to get in business 
with a small-investment company wants to do—and those that ap- 
proached me about it are typical—is to go and borrow this Govern- 
ment money, with the Government putting up three-quarters of it, 
and then to set up another corporation and lend that money to them- 
selves. You borrow it from the Federal Government on one hand, 
and then lend it to yourself on the other, and in doing so invest all 
that money in your own corporation. 

Mr. Hate. Yes, sir. 

Senator Lone. But you have examples here where you have 
hundreds of sawmills in the various areas in need of some capital to 
buy a new saw and a small amount of equipment that would do a 
vast amount of good. This would enable these small businesses to 
modernize, increase their efficiency and grow. There, it seems to me, 
that the SBA should seek to determine which of these small-business- 
loan-company applications would get the money through to the 
largest number of small businesses. 

Mr. Hate. May I just add this? 

The other gentleman was speaking about the $1 an hour. I have 
a brother that is in the pulpwood production business, and he has 
a powersaw and he furnishes saws and the gasoline, and the boys 
cut that on the cord basis. And they make $15 a day, never less 
than $10. They go out, and if they cut what they want to cut by 
3 o’clock, they quit and go home. That is their business. But they 
can make quite often $15 a day, and do do it. And I talked to him 
about it, and if you have good equipment—and any truck that you put 
any wood on is not going to look good long. I know. I would not 
want to buy one after it is used—buy a truck. 

The Cuatrman. Mr. Hale, the gentleman who preceded you, Mr. 
Hetz, referred to a cord of 260 ** cubic feet. I thought a cord had a 
fixed number of cubic feet. My recollection is—I used to cut and sell 
stovewood, and we counted 128 cubic feet for a cord. Is it variable? 

Mr. Hare. You better ask some of these—I always considered a 
cord 144 cubic feet. Now, weall 

The CHarrman. Maybe it is variable. But I was thinking, just 
in my mind, it was 128, although I tried to figure it out here and I 
frankly say the way I figured it out it did look like 144. But I was 
wondering. 

Mr. Hate. Now, in our area pulpwood—when those first mills were 
put in, as you know, the depression hit and they sold it at 50 cents 
a unit, and I think that is what they call it, 162 a unit. That is a 
little more than a cord. 








* This was later corrected by Mr. Hetz to read ‘160 cubic feet” (see p. 140). 
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Today, that same wood has gone up a little more than 1,000 percent, 
and the boys, sometimes they are fighting hard to get it, and then 
other times have to slow it down. 

For instance, in the slack season on farming, everybody wants to get 
out and cut pulpwood. Well, you know in any business that you are 
in, no matter what it is, if you are manufacturing, you can only take 
somuch. It posesa problem there. But we have worked very closely 
with all these foresters, both private and the industry foresters, and 
I believe, Senator, I am going to get you a buyer for your timber down 
there, and soon. 

It has certainly been fine 

The CHarrMan. Wait, they may want to ask you some questions. 

Senator Morse? 

Senator Morss. That wasa very helpful statement. 

The CuarrmMan. Senator Proxmire / 

Senator Proxmire. I would just like to ask you, you say the number 
of mills has trebled in Alabama. 

Mr. Hate. They did during that particular period, Senator Prox- 
mire. I mean just overnight, during the war, people that got into 
it. And now they are out. 

Senator Proxmire. I see. Well, then, you have had quite a fluctua- 
tion in demand for wood down there, up and down ? 

Mr. Hatz. Not too much, no, sir. We had—well, you have dips. 
We had one pretty bad dip in lumber prices a year ago. But this 
housing program is coming back. 

As Senator Morse knows, we get all these prices back and forth 
on the west coast and Iowa. It is improving. 

Senator Proxmire. So your prices are fluctuating ? 

Mr. Hare. Some, but we would not say enough to destroy—$5 or 
$10 a thousand. 

Senator Proxmire. You say that price reporting would not be 
helpful? Would it not be very helpful to the farmer? It would not 
be helpful, perhaps, to the big mill. 

Mr. Hare. Well, pardon me. Senator, the point I am making is, 
if we could get a realistic price, it would help. That is the thing that 
confused me. When you go talking about prices, you first have to 
have a standard grade to put on that price. And we do not have it. 

Senator Proxmire. Do you not have some standard grades on which 
you could have an established price ? 

Mr. Hare. Some people buy hardwood logs on grade. We know 
that. They pay, of course, more for a No. 1 log, because that might 
go into furniture manufacturing. Pulpwood is both soft and hard- 
wood. And as I say, most of the price is stumpage and that depends 
where it is located. If it is on the hills and inaccessible, it will cost 
twice as much to get it on the side of a paved road as on the other. 

And the point I was thinking that you could create in the minds of 
some of your folks, that you got this price and he did not reach that 
price. If we could get the realistic price all across the board, it 
would be all right. But I donot know yet. 

Now, we studied it, but I just do not see how you could put out a 
blanket price that would not be confusing. 

Senator Proxmire. We have established price in Wisconsin. Maybe 
you have an entirely different problem in Alabama. But the trouble 
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is that the prices are not reported, at least in the judgment of many 

roducers. They are not reported widely enough; they are not known 
in advance. The mills are more expert, people will come down, 
specialize in this kind of thing, and the farmer can be victimized by 
a far more able, better-informed buyer who understands his situation 
better, and of course a much stronger bargaining position. 

So from this standpoint, it would seem to me the price reporting 
would be very helpful to the farmer and to the consumer. 

Mr. Hate. We find in our producers in our area that they never 
try to chisel under the going price. If we ever hear that they did, 
you know, like if it were $6 a cord on the stump, why, one fellow 
would not go out there and horse trade him out of that at $4. They 
do not do that. 

Senator Proxmme. Yes. 

Mr. Hate. Not in our area. We have a very healthy situation in 
our area. 

Senator Proxmire. I am sure you mean that, and that is generally 
true. There is, however, suspicion and fear and feeling on the part 
of the farmers that they are being victimized because they just do not 
have this kind of publicized information. 

Only one other thing. We are extremely interested in the mill you 
have at Coosa, Ala. 

Mr. Hate. Yes, Coosa River. 

Senator Proxmire. What proportion of hardwood does that take 
in the production of paper ? 

Mr. Hate. Approximately 20 percent. 

Senator Proxmire. Twenty percent ? 

Mr. Hate. Yes. 

Senator Proxmire. And the rest is—— 

Mr. Hate. Pine. 

Senator Proxmire. Therestis pine? I see. 

Mr. Hats. Now, they have spent a million dollars 

Senator Proxmire. Are they trying to increase the proportion of 
hardwood ? 

Mr. Hate. Yes; they have spent a million dollars on new facilities 
recently. And there are certain items that hardwood makes, like very 
soft tissues. Up to now, they make very soft tissues, but there is a 
very limited market. But in research, like I point out, there are 54 
colleges working on improvement, plus the industry ourselves. So 
we believe that, in addition to the 20-percent average, that it will step 
up to 30 or 40 percent in the next short time. 

Senator Proxmire. Do you find that many of the mills that are 
using SBA loans now, Small Business Administration loans, are in 
this area ? 

Mr. Hare. We have some in our area that have used them in the 
past very profitably, and we have one or two—I happen to know—that 
are being processed now. And I think under this program if we get 
down to a smaller loan, we can get it quicker, it will be more right 
there to him under this program that you just instituted. 

Senator Proxmire. You are satisfied with the SBA maturity ? 

Mr. Hate. Definitely. 


Senator Proxmire. Ten years is not too short a time? 
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Mr. Hate. I have been associated with a number of Federal agen- 
cies, as Senator Sparkman knows. I was county agent for some 20 
years; I was director of the Farm Bureau for a long time before 
that; and I have been with this organization since its inception 10 
years ago, and I want to say that in my opinion the SBA is one of 
the most practical, down-to-earth services that we have found for 
that group of people. We want to congratulate you and we hope that 
the Small Business Administration continues functioning as it has 
in the past. 

Senator Proxmire. Thank you, Mr. Hale. 

The CuarrMan. Just one question along that same line. 

You mentioned a bill that I have introduced, and there are several 
cosponsors on the bill at this session of Congress—which is S. 59. 
That would enable the small business to plow back a limited amount of 
its earnings. If we were able to get that legislation through, that 
would bring the solution to a lot of your needs, enable them to get new 
equipment and 

Mr. Hate. Definitely. 

The CHamMan. (continuing). Make their expansion, modernize 
their plant, and so forth; do you not think so? 

Mr. Hate. Absolutely. We need it sorely for that group of people 
right now. They can use that money and put in debarkers where they 
need to do that, or they could put in a little better equipment that 
would produce a higher quality lumber than they are now producing. 

These little rough green mills, much as we hate to see them get out 
of the picture, they are outmoded today because it would pay that 
fellow to haul those logs to a mill that could do a better job and prob- 
ably make as much money, and then that mill, with a bandsaw instead 
of a circular saw and with these other equipments, could saw the 
grades, they could turn out a better product; he could recapture all 
the waste, and in that way he is ahead. But in that area we say, of 20 
small mills, if 1 or 2 of ion needs finances to put in the mill, to buy 
it from others, in that way you would help. 

The Cuarrman. Thank you, Mr. Hale. 

W. T. Vick, Hamilton, Ala. 

Mr. Vick, would you come around, please, sir ? 

Mr. Herz. Mr. Chairman, I would like to make a correction. That 
is 160 cubic feet, instead of 260.* 

The Cuarrman. 160? 

Mr. Herz. That is right; 4 by 5 by 8. 

The CuatrMan. Fine, thank you. 

All right, Mr. Vick, we are glad to have you with us. Proceed in 
your own way. 





STATEMENT OF W. T. VICK, OWNER, W. T. VICK LUMBER CO., 
HAMILTON, ALA. 


Mr. Vicx. My name is W. T. Vick, and I am owner of W. T. Vick 
Lumber Co., Hamilton, Ala. I began operation with a concentration 
yard in November 1945. Prior to this time I had been a schoolteacher 
in Fayette high schools, Fayette, Ala., and had 5 years as a produc- 
tion supervisor with Du Pont Co., Pennsgrove, N.J. 


“Correction made by footnote to Mr. Hetz’s statement (see pp. 128 and 137). 
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To begin business, I obtained a bank loan and used personal savings 
to buy used machinery to start my business, as I could not get needed 
Government priorities to purchase new equipment. 

I employed about 18 to 20 men and paid 60 cents per hour for labor, 
which was 10 cents more than my competitors were paying at that 
time. And I paid this extra amount to be able to get better and more 
efficient labor. Stumpage was cheap—$6 to $8 per thousand board 
feet, and I could sell all the lumber produced at good prices, and 
profits were easy. And at that time my planing mill was producing 
about 40,000 board feet a day. 

In 1947, I bought new equipment for my planing mill and built the 
sawmill which produced about 18,000 to 20,000 board feet aday. The 
75-cent-an-hour minimum wage made very little difference to me at 
that time because I had already raised wages to that level to get good 
men, but it closed some of our portable mills who were least efficient. 

After 1952, things really got competitive. Stumpage had gone to 
$35 to $40 per thousand feet. Customers demanc *) longer credit 
terms and trade discounts. 

I began running my sawmill two shifts per day and made contract 
loggers of the portable mill men who could not operate under the 
minimum wage. I installed all the automatic material handlin 
equipment that I could, such as forklifts, conveyors, steel strapping 0 
lumber, and so forth. And I made use of waste materials, installed 
a log debarker and chipper, sold the chips to one of our local paper 
mills, developed a market for shavings from the planing mill to in- 
— and to the greatly expanded poultry industry in northwest 

abama. 

My number of employees has risen to 60 and this included 9 long- 
distance truckdrivers, The Office of Price Stabilization price hurt 
badly during this period because my base price was during a price 
slump. I discontinued selling wholesale lumber in 1954 and 1955, and 
I sold directly to retail lumberyards and industries such as Ford, 
General Motors, Du Pont, American Radiator Co., Pittsburgh Glass, 
and Government agencies including the TVA, U.S. Army, et cetera, 
with deliveries by our own trucks. In addition, we began buying 
lumber from 15 to 25 other lumber mills on wholesale terms. 

My big problem is the continuing increase in cost of mill supplies, 
equipment, and high taxes. It would help greatly if I could be allowed 
a percentage of profits to be applied to replacement of wornout ma- 
chinery or installation of new equipment. 

I doubt seriously if a price reporting system would be of any real 
benefit to pulpwood or saw-log loggers or sawmill operators as produc- 
tion statistics are available through our trade associations and mailed 
out regularly to all mills. I am a member of the Alabama Forest 
Products Association and the Southern Pine Association, and I also 
get the National Hardwood Report. But I am not a member of that 
association. Good timber is very scarce in the South, and competition 
keeps prices higher than we can afford to pay. 

Ges it seems to be readily available to almost anyone who has 
ability to repay and good character, through banks, insurance com- 
panies, and present Government agencies. I have heard a lot of favor- 
able comments on the Small Business Administration. I have never 
used their facilities, but I have a lot of friends who have. 
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The lumber business was overexpanded from 1950 to 1955. There 
were many operators who were interested only in a quick profit and 
put out lumber of inferior quality. It was a natural thing for them 
to close operations when things got normal again and supply caught up 
with demand. 

We only have about 20 percent of the portable mills operating now 
that were operating in this 1950-55 period. But a lot of them are 
still working because they are contract loggers, instead of sawmill 
operators. They have fewer problems as a logger than they have as a 
sawmill operator. 

It would be very difficult and confusing to establish Federal price 
reporting for timber as many factors determine the price, such as 
grade, size of trees, accessibility, and the land area involved. It takes 
so long for Government to gather and disseminate information that it 
would be obsolete when released. 

The help needed now is tax relief and no increase in the minimum 
wage. 

The price of lumber has not increased since 1955 but all other costs 
have increased. We have had about a 20-percent increase in the cost 
of nearly all mill supplies. If we continue to have further inflation, 
high taxes, and an increase in the minimum wage, I doubt if I-can 
continue to operate. 

Senator Lone. May I ask a question at that point, Mr. Chairman? 

The Cuarrman. Senator Long. 

Senator Lona. If you are required to pay a minimum wage and 
everyone who competes with you is required to pay a minimum wage, 
why, just from a theoretical point of view, one man competing with 
another, why should that do any great harm to you? 

Mr. Vick. Well, we would have to add the cost onto the sale price 
of the lumber. 

Senator Lone. Well, why can you not do that? The mud is just 
as deep on the other side of the fence as it is on your side, is it not? 
The Sisstentien I had in mind was that old joke where one general, 
maybe General Lee or General Grant, depending on where you come 
from, was told to attack. He said, “I cannot attack, the ground is too 
wet and there is is too much mud; the mud is too deep.” “Well, please 
carry out my order, the mud is just as deep on the other side of the 
line.” Your competitor has the same problem that you have. If your 
competitor can pay the minimum wage, why can you not do so? 

Mr. Vick. It would be difficuit for the competitor too. We cannot 
add that on the cost—— 

Senator Lonc. Why not? He has got to raise his price too. He 
does not have to go on forever selling at a loss. 

Mr. Vick. That isnot the problem. We have competition with non- 
lumber materials in building and packaging. 

Senator Lona. Suppose they have to pay the minimum wage too. 

Mr. Vick. Well, I know since—— 

Senator Lone. That puts you you all on the same basis. 

Mr. Vick. Since 1955 a large number of industries that use lumber 
for crating have changed over to paper and steel stranding of the prod- 
ucts, and so forth, and discontinued lumber. 

Senator Lone. Yes, but the fellows you are competing with are 
paying minimum wages, are they not ? 
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Mr. Vick. Yes, sir. i 

Senator Lona. Well, now, if they can produce a product that will 
do the job and they can pay the minimum wage, maybe substantially 
above the minimum wage, why should you be exempt from it to permit 
you to hire people at substandard conditions when here someone else 
can do the job and pay the minimum wages? ‘ 

Mr. Vick. We are able to pay the minimum wage now. But if we 
have an increase in it, we think that we will have a corresponding loss 
in volume of lumber, if we have an increase in prices. 

Senator Lona. Yes, but the other fellow has the same thing to con- 
tend with. Why should you be permitted to compete with him and 
not meet what we regard as a decent living wage for a human being 
to exist on ? 

Mr. Vick. Iagree. Iam in favor of good wages. 

Senator Lona. In other words, as I see your argument about the 
minimum wage, you should be saying, “Look, if you are going to raise 
this thing and make me pay more, the other guy should pay it too”; 
because if he pays it and you pay it, I cannot see where you are put at a 
competitive disadvantage. 

Maybe you are worrying about some foreign country. All right 
I am one of those who will go along with you. If you are put out of 
business because he has cheaper labor, I think we should raise the tariff 
or whatever it takes to keep you on a competitive basis and to give you 
a chance to stay in business. But I do not see why we should take it 
out of the hide of a fellow who is worse off than you are. The only 
thing to do is to try to treat everybody fairly. He should not have 
a competitive advantage because he pays lower wages than you pay. 

Mr. Vick. I am for good wages. 

And how they are able to sell their product cheaper than we are, 
Ido not know. But the per capita consumption of lumber is decreas- 
ing, and I think that every time we increase the price of lumber that 
we do have a corresponding loss in volume of business to other com- 
peting products. 

Thank you for allowing me to be heard. 

The CuHatrmMan. Any questions? 

Thank you very much, Mr. Vick. We appreciate your testimony. 

Mr. Bradford T. Dempsey, Lumber Manufacturers Association of 
Virginia, Richmond, Va., accompanied by Messrs. Weisiger and Fer- 
guson. 

Come around, gentlemen. 

By the way, I should like to call attention to you all that the 
morning is slipping away and we have had only four witnesses. In- 
deed, this is our fifth witness, and we have got about eight more, 
nine more after this one. We are going to have to do something to 
speed it up, or else we are going to be here all day. 

Senator Lone. I will stop asking questions. 

The Cuatrman. That is all right. I do not want to cut off anyone. 
I would rather we had a thorough hearing. But if there is any way 
we can expedite it, I would like to have us do it. 

Do you have a prepared paper, Mr. Dempsey ? 

Mr. Dempsey. Only in rough outline, Senator. 

_The Cuarrman. Will you proceed, then, to give it to us just as sue- 
cintly as you can? 
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STATEMENT OF BRADFORD T. DEMPSEY, EXECUTIVE DIRECTOR, 
LUMBER MANUFACTURERS ASSOCIATION OF VIRGINIA, RICH- 
MOND, VA., ACCOMPANIED BY C. D. WEISIGER, JR., CHAIR- 
MAN, LEGISLATIVE COMMITTEE, AND JOHN T. FERGUSON, 
SECRETARY-TREASURER 


Mr. Dempsey. Mr. Chairman, and committee members; as a com- 
mittee with the task of seeking the problems of the small sawmill in- 
dustry I would like to take a few minutes and say a few words about 
our statewide association, its membership, purpose and objectives. 

Senator Lone. If you will permit me for just a moment here— 
Mr. Clifford McIntire is here. Where is Congressman McIntire? 

Congressman, will you join us up here? 

ae McIntirzz. I am quite comfortable here. Thank you very 
much. 

Senator Lone. If you would care to make a statement, Congress- 
man McIntire, we will arrange for you to do so. 

Mr. McIntire. Thank you. 

Senator Lone. Thank you, Mr. McIntire. 

All right, Mr. Dempsey. 

Mr. Dempsey. A year ago in February there was no such associa- 
tion in the State of Virginia with the interest of the lumber industry 
available to the manufacturers of lumber within the State of Vir- 
ginia. Such organization was formed a year ago, on February 1, 
1958. 

At the present time we represent 136 small as well as large saw- 
millers and others engaged in manufacture and remanufacture of 
lumber, both hardwoods and softwoods and on a local, statewide 
basis. 

The purpose of our association is to promote the welfare of the 
lumber manufacturing industry in the eee of Virginia. 
We are governed by a 12-man board of directors, which are in them- 
selves lumbermen. 

The objectives of our association are to create a better understand- 
ing of the importance of the lumber industry in the State of Virginia, 
to encourage and promote all phases of securing and maintaining 
our timber and log supplies, to encourage and promote better produc- 
tion and distribution of our native lumber, to keep the industry 
informed of new and latest markets, machinery, methods, laws, and 
other items that affect or apply to the lumber industry. 

There are three fields of major problems in the small sawmill 
industry. I would like to name them and their possible and potential 
solution. : 

First, timber supply, both hardwoods and softwoods. 

The possible solution: That all timberland owners, especially the 
small landowners, be encouraged by existing State, Federal, and 
forestry regulations, along with the vast pulp and lumber industry, 
to plant trees and properly cut and harvest their timber by means of 
education, demonstration, and by example. 

Second, the second major problem—efficient and merchantable 
lumber production. 
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The possible solution: Through local, statewide associations such 
as the Lamber Manufacturers Association of Virginia, which are 
made up of lumbermen representing both small and large operators 
and both softwoods and hardwoods, these organizations to sponsor and 
conduct such programs as follows: 
Small circular sawmill meetings at the mill. 
Log grading meetings at the mill. 
Hardwood and softwood lumber inspection courses at the mill, 
and of short duration. 
Keep the industry informed of latest markets, machinery, and 
mathale through literature and demonstrations. 
Any other practical meetings or progrsins that will give infor- 
mation to the sawmillers that will benefit their operation. 

The third major problem: Distribution of their lumber products. 

The solution: Through various media, inform potential buyers 
where the mills are located and what they produce. The association 
office to serve as a public place where sawmillers can find markets 
and for buyers to find producers. The price of logs, stumpage, lum- 
ber, or timbers to be governed by supply and demand. 

We as an association do not in any way establish, regulate, or report 
prices of our raw materials or our manufactured products. Such 
an organization was tried a few years ago in Virginia and lasted 
but a few short months. 

We feel, as a group of lumbermen trying to improve our own indus- 
try, that prices are not of the utmost importance and that a well- 
manufactured product of good quality can usually always be sold. 

We are not a social organization as some lumbermen’s organizations 
are. Weare vitally interested in the welfare of all sawmillers within 
the Commonwealth of Virginia, and size is no criterion to membership 
or to our objectives. 

Our larger member mills realize the plight of the small operator, 
and to help him to produce better lumber is of advantage to both. 

With a minimum membership dues of $20 per year to the manufac- 
turer who manufactures up to 1 million feet and a maximum of $200 
per year to the man who cuts more than 10 million feet, our average 

ues are less than $40 per year per firm, corporation, or individual. 
This is most certainly within the pocketbook of all of the estimated 
2,350 sawmills and planning mills in Virginia who cut on the average 
ey 1,505 million board feet of lumber per year, both softwoods and 

ardwoods. 

The cost of our programs are kept at a minimum and at various loca- 
tions throughout the State so that they are available to all. 

In closing my part of the program, I would like to say that the 
Virginia lumbermen realize the problems within the industry and, 
through their new organization, will work to improve their own 
industry within the framework of cooperation, free and private enter- 
prise and, above all, the practical approach. 

I have two men here who are within our organization, who have 
some more facts they would like to bring to this committee. 

I would like to call first on Mr. C. D. Weisiger, Jr., a man from 
Blackstone, Va., a manufacturer of lumber, and serving as chairman 
of our legislative committee. | 

Mr. Weisiger. 

Mr. Chairman, we will include Mr. Dempsey’s prepared statement 
in the record at this point. 
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PREPARED STATEMENT SUBMITTED BY BrapDrorp T. DEMPSEY, EXECUTIVE DIRECTOR, 
LUMBER MANUFACTURERS ASSOCIATION OF VIRGINIA, RICHMOND, VA., FEBRUARY 
4, 1959 


Mr. Chairman, and members of the committee, as a committee with the task 
of seeking the problems of the small sawmill industry, I would like to take a few 
minutes and say a few words about our statewide association, its membership, 
purpose, and objectives. Feel it is quite relevant to the purpose of your com- 
mittee, and the first of its kind in the country. 

As of February 1, 1958, there was no organization concerned with the welfare 
of the lumber industry in the State of Virginia. Asa result, and with the nucleus 
of 12 lumbermen, the Lumber Manufacturers Association of Virginia, was 
formed with the purpose of promoting the welfare of the lumber manufacturing 
industry in the Commonwealth of Virginia. 

At the present time we represent 136 small as well as large sawmillers and 
others engaged in the manufacture or remanufacture of lumber or wood prod- 
ucts, both hardwoods and softwoods, and on a local statewide basis. 

Our association is governed by a 12-member board of directors elected by the 
membership who are lumbermen. 

The objectives of our organization are as follows: 

1. Create a better understanding of the importance of the lumber industry 
here in the State of Virginia. 

2. Encourage and promote all phases of securing and maintaining our timber 
and log supply. 

3. Encourage and promote better production, and distribution of our native 
lumber. 

‘4. Keep informed of new and latest markets, machinery, methods, laws, etc., 
that affect or apply to the lumber industry. 

5. A collective voice to influence for or against, desirable, or undesirable, gov- 
ernmental programs and legislation that affect the lumber industry. 

There are three fields of major problems in the small sawmill industry. 1 
would like to name them and their possible solutions. 


1. Timber supply, both hardwoods and softwoods 


Solution: That all timberland owners, especially the small landowners, be en- 
couraged by existing tax laws, and Federal and State forestry organizations 
along with the vast pulp and lumber industry, to plant trees and properly cut 
and harvest their timber by means of education, demonstration, and by example. 


2. Efficient and merchantable lumber production 


Solution: Through local statewide associations, such as the Lumber Manu- 
facturers Association of Virginia, which are made up of lumbermen repre- 
senting both small and large operations, and both softwoods and hardwoods, 
sponsor and conduct such programs as: 

(a) “Circular sawmill meetings” (at the mill). 

(b) “Log grading meetings” (at the mill). 

(c) “Log grade sawing meetings” (at the mill). 

(d) Hardwood and softwood lumber inspection courses (at the mill 
and of short duration). 

(e) Keep the industry informed of latest markets, machinery, and 
methods through literature and demonstration. 

(f) Other practical meetings or programs that will give information to 
the sawmillers that will benefit their operation. 


8. Distribution of their product—lumber 


Solution: Through various media inform potential buyers where the mills 
are located and what they produce. The association office to serve as a place 
where sawmillers can find markets and for buyers to find producers. 

The price of logs, stumpage, lumber, or timbers, to be governed by supply 
and demand. We, as an association do not in any way establish, regulate, or 
report prices of our raw materials or our manufactured product. Such an 
organization was tried a few years ago in Virginia and lasted but a few short 
months. We feel, as a group of lumbermen trying to improve our industry that 
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prices are not of the utmost importance and that a well manufactured product 
of good quality can usually always be sold. 

We are not a social organization, as some lumbermen’s organizations, but 
are vitally interested in the welfare of all sawmillers within the Commonwealth 
of Virginia, with size no criterion to membership or to our objectives. Our 
larger member mills realize the place of the small operator and to help him 
produce better lumber is of an advantage to both, With minimum membership 
dues of $20 per year, up to a production of a million board feet and a maximum 
of $200 per year, our average is less than $40 per member. This is most cer- 
tainly within the financial capability of all the estimated 2,350 sawmills and 
planing mills in Virginia, who produce an average annual cut of 1,505 million 
board feet of lumber. The costs of our programs are kept at a minimum and 
held at various locations throughout the State so that they are available to all. 

In closing, I would like to say that the Virginia lumbermen realize the prob- 
lems of the industry and through their new organization will work to improve 
their own industry within the framework of cooperation, free and private enter- 
prise, and the practical approach. 

With the Chair’s permission, I would like to call on Mr. C. D. Weisiger, 
lumber manufacturer, from Blackstone, Va., and chairman of the legislative 
committee of the Lumber Manufacturers’ Association of Virginia, to elaborate 
further on some of the more specific problems of the lumber industry. 

Mr. Chairman, I would like to introduce Mr. J. T. Ferguson, lumber manu- 
facturer from Richmond, Va., and secretary-treasurer of the Lumber Manu- 
facturers’ Association of Virginia, to say a few words in regard to the financial 
situation of the lumber industry. 


STATEMENT OF C. D. WEISIGER, JR., C. D. WEISIGER LUMBER 
CO., BLACKSTONE, VA., CHAIRMAN OF THE LEGISLATIVE 
COMMITTEE, LUMBER MANUFACTURERS ASSOCIATION OF VIR- 
GINIA, RICHMOND, VA. 


Mr, Weisicer. Mr. Chairman, gentlemen: Senator Sparkman was 
talking a while ago that he has worked every place in the mill except 
thesaw. Well,lamasawyer. In fact, I sawed a little bit 

Senator Lone. Would you pass that to me, that statement ? 

Mr. Wetsicer. I want to read it, sir. 

Senator Lona. Lam going toread it. I will hand it back. 

The Cuairman. Could you not just summarize it, instead of reading 
it verbatim ? 

Mr. Wersicrr. Yes. sir. 

The Cuarrman. You know what is in it, do you not? 

Senator Lone. Do you feel this way, that the freight rates should 
be reduced and that. the railroads are making more than necessary ; 
that they can reduce the freight rate: and do you feel that, by all 
means, you should not have an increase in labor prices? Is that it? 

Mr. Wwsicer. This I got from the railroad man, sir, superintendent 
of the railroad by my place the other week. And that is where I got 
that inforiiation from, that last year the Norfolk & Western Railroad 
made $4 nullion largely because of reducing unnecessary men from 
22.00 to 15,000 men and still doing more work. Now, we found they 
have priced themselves out of the freight market and are now trying 
to regain some of this market. 

What I am trying to say is this. When you were all speaking to 
Mr. Vick, [ believe, of Alabama, about the price of lumber going up, 
the other man would have to sell higher, too. We do not want to price 
ourselves out of the market as the railroads have done. That is one 
reason I brought that in. 
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I do think we need a reduction in freight rates. We need to sell 
in competition to keep our prices down with other products, such as 
aluminum or plywood and flakeboard and everything else. We have 
go to compete with these people, and in order to do it we have got to 
keep the prices down. 

e do not think, as he did, that wages should be increased, because 
the majority of our lumber in Virginia is produced by small mill op- 
erators and these small mill operators use labor. 

Now, if the minimum wage is increased they will have to get labor- 
saving devices, and that means they will have to put men out of work, 
just as Norfolk & Western has done. I am using one of their men 
right now as a truckdriver who has been with them for 18 years. 

enator Lone. Frankly, here is the thought that occurs to me. The 
industry in my State—and we have a forestry industry in Louisiana, 
just as you have in Virginia; maybe we cut a slightly different type 
of timber, but our problems are pretty much parallel to your prob- 
lems. I always try to advise the industries in Louisiana to try to get 
in line with the national trend, rather than to try to stand there in 
opposition to the trend, because over a period of time you are not 
going to do anything but lose if you cannot see what the trend is. 

Now, this Congress has passed child labor laws. The State has 
passed them, too; passed minimum wage laws, passed laws giving labor 
the right to organize. 

Mr. Wrisicer. That is right. That is all right. 

Senator Lone. I doubt very much that you are going to be able 
to reverse that trend. It seems to me that you need to get into the 
position where you can pay the wages your competitor is paying, or 
at least not too far below, and compete with him. But by the time 
you say, well, we need to find some way to get down our labor costs 
by paying less wages and you are already paying less than your com- 
petitor, then it seems to me that you better think more in terms of 
some of these other things mentioned here, like reduction in freight 
rates. If that is too high, maybe you can get the ICC or your State 
regulatory commission to do something about it. 

ou mention research here. Well, that is a fine thing. Maybe 
we can do something about that. And we would be glad to help you 
with it, if we can, up here in the Congress. And I understand you 
would leave banking and marketting reporting to private concerns. 
Well, if you are getting sufficient information, as far as I am concerned 
I would not want to interfere with that. 

Mr. Weisicer. We were just trying to point out ways in which 
we think you could help. 

The first two gentlemen on the program, I think if you helped 
them to educate our people, the sawmill man, in the use of forestry, 
the way to sell this timber and bring it in and take care of it, I think 
that is the best thing you can do. And the next thing you can do 
is with research where these forest products might be used. We think 
that is all right. 

Now, as to this trend, we do not know whether that is going to 
continue like that. We do not think so, Senator. 

Senator Lone. I do not think you are going to find any trend away 
from a $1 minimum wage. 
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Mr. Wetsicer. No, we are not asking that. We are asking that 
there not be an increase. Now, we compete with other mills that are 
paying more than $1 because of the fact they are large and they have 
all skilled workmen and laborsaving devices. Out on the west coast 
I think there the lowest paid man is probably about $2.50, and we 
compete with them. 

Senator Lona. Well, you see, there are a lot of people up here who 
are willing to help you borrow the money or whatever is necessary 
to let you get a little bigger so you can compete by using some of the 
methods that they use. But if your idea is to get yourself in the 
position that you can ——? by taking it out on a fellow who is not 
as well off as you are, such as a laboring man, then I think our folks 
would not be too sympathetic to that. But there are some other things 
I believe that we can help you with. 

Mr. Weitsicer. We have some small tracts of timber in our area 
that require small operation. In those small operations we have to 
use labor; we cannot use laborsaving devices because it is just not 
practical. 

Senator Lone. Your prepared statement will be included in the 
record following your oral statement. 

Mr. WeIsicerR. Would you give me 5 minutes—— 

Senator Lone. What is the other part you have ? 

Mr. Weisicer. Thisis another one. Five minutes? 

Senator Lone. I have not cut you off from talking. 

Mr. Weisicer. Five minutes? Three minutes? 

Senator Lone. If all you have is a magazine article? 

Mr. Weisicrr. No, this is not a magazine article, this is an editorial 
by Mr. George Reamey, who puts out the Methodist Advocate in Vir- 
ginia. And I started to just give you this and not give you any of this 
other after I looked at it last night. 

Senator Lone. Would you just pass that to me, sir? I will read. 

Mr. Weisicer. May I have it back? ° 

Senator Lone. Surely. 

Mr. Dempsey. Mr. Chairman, may I call our other representative, 
Mr. John T. Ferguson. 


STATEMENT OF JOHN T. FERGUSON, JAMES RIVER LUMBER 
CO., RICHMOND, VA., SECRETARY-TREASURER, LUMBER MAN- 
UFACTURERS ASSOCIATION OF VIRGINIA 


Mr. Ferauson. Mr. Chairman and all, I have been in the lumber 
business 10 years, actively in that business; and I would like to sug- 
gest that Senator Sparkman’s bill, S. 59,5* would have a very fine 
effect upon the lumber industry as we find it in the East. I think it 
is particularly adaptable to the help of that industry and of the 
suggestions that have been made about loans and that sort of thing, 
I think his bill would be more appropriate. 


5 Since the article referred to was not specifically related to the subject of this hear- 
ing it was not included in the record. 

*a §. 59, a bill to provide a program of tax adjustment for small business and for persons 
engaged in small business, 86th Congress. 
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I think it is more in keeping with the American way of doing things 
than giving people easy loans. If we can have the opportunity of 
plowing back into our business without being first subject to rather 
stringent taxation, our profits, I think we can go forward with the 
mechanization of the industry that would be required, on the first 
hand. 

On the second hand, I think that it would have a good effect upon 
the timber supplier. 

You may say, “Now, why is that ?” 

Well, particularly the small sawmill operator cutting in a tract 
of timber, and perhaps being the only one that they own—and this 
happens in my case often; I hope I will be able to reverse my own 
trend—but we have to get out all the timber that we can off of that 
tract. Often they have cut closer than they should have cut, but they 
have nothing to look forward to cut when they finish that tract. 

Now, we, if we are able to plow back into the business certain earn- 
ings at a more favorable rate, we could look forward with a greater 
degree of vision and plant up timber tracts in the future with far 
future uses and preserve that that we are now working on. 

Senator Lone. I suspect you are going to have some difficulty get- 
ting your Senators in the State of Virginia to vote for the Sparkman 
bill. It is not that Senator Byrd, is not for that sort of thing, but 
he takes a look and sees the cost of it. I do not know the latest esti- 
mate, but the costs run exceedingly high. 

Now, Senator Sparkman akon others had a lot to do with per- 
suading the Treasury to go along with the recommendation last year. 
For your kind of business you can buy $10,000 worth of machinery 
and buy a plant, and it you are.a,married man you can get additional 
depreciation in addition to the $4,000 on that machinery in the first 
year, which is a pretty good deal. Say, you buy $10,000 worth and 
you get a tax—well, I do not know what your bracket is that you can 
go up to, but you would get about $4,000 of deductions which result 
over and above the ordinary depreciation. Maybe its life is set for 
six years and maybe you can get, well, 18 percent as ordinary depre- 
ciation and then you are in a position to take about $4,000 depreciation 
in addition to that, which is good depreciation for you so you have 
got something. 

Of course, for a little fellow now it goes to a limit of $2,000 for an 
individual. If a man is married, it gives him $4,000 for a man and 
his wife filing a joint return. You have some pretty good head- 
way for a little fellow in that direction. 

There is no doubt that the Department would like to have it; I 
rather like it until we run up the cost of it, and then Senator Byrd 
is going to be looking at it. 

Mr. Frercuson. That is right. 

Senator Lone. That is where you have a little trouble with it. It 
may go through, but questions will be asked before it does go through 
because of the cost, not the principle. 

Mr. Fercuson. We feel like we should invest in the future of our 
business. We think that the Congress would like to invest in the 
future of taxable resources of the country, and we have already con- 
veyed our feeling. And if it goes through we expect to go to our mem- 
ber mills and suggest they make use of it. 
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Senator Lone. With all due deference to you, sir, you are going to 
find, as far as the Federal Government is concerned, there will be 
questions as to money before you get that Sparkman bill. 

The Carman. Of course, I would differ from my friend on that, 
because I think in the long run within a few years the Government 
will make back 

Mr. Fercuson. That is our feeling. 

The CHarmman (continuing). More than has been ‘defrayed for a 
short period of time, through the expansion of your business and pro- 
duction and greater revenues. 

Mr. Fercuson. It would also seem, sir, that the act of taking our 
own money that we have earned and putting it in our business would 
be better than borrowing money in addition to—— 

Senator Lone. I am not against Senator Sparkman’s bill. I am 
just here to advise you that you will find it a little harder to convince 
the Senator from your State than you do the Senator from Louisiana. 

Mr. Frercuson. That is the reason we spoke to you, Mr. Chairman. 

The Cuarrman. We are going to keep on working for it, anyhow. 
We tried it last year, and we did get a lot, as Senator Long pointed 
out, but I think this is the heart of the thing, and we are going to 
keep working for it. 

Thank you, gentlemen, very much. 

Mr. Dempsey. Thank you, Mr. Chairman, very much. 

(The full text of the prepared statement of Mr. Weisiger follows :) 





PREPARED STATEMENT OF C. D. WEISIGER, JR., C. D. WEISIGER LUMBER Co., BLACK- 
STONE, VA., CHAIRMAN, LEGISLATIVE COMMITTEE, VIRGINIA LUMBER MANUFAC- 
TURERS ASSOCIATION, RICHMOND, VA. 


Mr. Chairman, members of the committee, and gentlemen, I am C. D. Weisiger, 
Jr., a lumber manufacturer of Virginia and chairman of the legislative committee 
of the Virginia Lumber Manufacturers Association. 

At our annual convention on the 24th of January, we resolved to bring you the 
following report on ways in which, through your support, the lumber industry 
might be strengthened. 

We feel that the freight rates should be reduced. The unions have demanded 
an increase in pay. The railroad suppliers have granted this increase and have 
added it to the price of their products. The railroads have granted the increase 
of wages and have asked the ICC for an increase in freight rates because of 
increasing wages and materials and supplies they have had to buy. They have 
not increased their efficiency as they should have. They now find they have 
priced themselves out of the lumber freight market and they are trying to regain 
some of this lost market. Last year the Norfolk & Western Railroad showed 
a profit of $4 million, mainly due to the reduction of employees from 22,000 to 
16,000. We have a machine-shop worker who had been with the N. & W. Railroad 
for 18 years now driving a truck for us. Last week the N. & W. had a hearing 
before the ICC asking that my local railroad station be discontinued, another 
reduction of cost to them by reducing labor. 

Most of the lumber in Virginia is produce by small mills. These mills use more 
labor per thousand feet of lumber produced than the big mills because they do 
not see where they can afford modern equipment. If wages are increased fur- 
ther, the small mill will either have to go out of business or get the modern 
equipment. Today we have a plentiful supply of labor in Virginia for the 
lumber industry, but if the wage rate is increased, they will have to be replaced 
with labor-saving devices. We think, for the benefit of the laborers, small mill 
operators, and continuation of health to industry in our State, as shown from 
above, the minimum wage rate should not be increased. 

Two weeks ago I traveled on a train with two brothers from West Virginia. 
One was working for a fuel company in Norfolk, Va., servicing oil burners for 
$60 for a 45-hour week. The other one had owned a truck and had worked for 
a firm strip-mining coal and had been doing very well. The union came along 
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and said, “Boys, you will have to join the union.” This put his employer out 
of business because he could not pay the union wage rate. The brother lost his 
truck and went to work in a union controlled mine as a shuttle car operator, 
making $23.44 per day; but, because he was able to work only an average of a 
little more than 2 days a week, he could not make a living and was going to 
Norfolk to look for a job. He said, “If I could make $60, working 5 days a 
week, I could make a living for my family and would not have left home.” 

The lumber manufacturers of Virginia do not want to see southern pine 
lumber priced out of the market; they do want to see the high quality of southern 
- pine lumber maintained. In the past, we have been guilty of shipping lumber 
that should have been left off the truck or car and getting prices for lumber that 
were not warranted. Because of this, we have lost much of our southern pine 
market. When our lumber is correctly dried and graded, we have the best and 
strongest lumber for building material in the United States. It is stronger than 
steel, per pound weight. Gentlemen, as you all know, Mr. Al Cole, housing 
boss, resigned to take a top job with Reynolds Aluminum. We know that he 
was given the job for no other reason than to get aluminum in houses. We 
know we have to keep the price down and the quality up to compete with other 
building materials that are making inroads on southern pine lumber. 

We think that if lumber manufacturers want to form a lumber marketing 
association they should be allowed to do so but with no help from the Federal 
Government except noninterference. We do not think the taxpayers of the 
United States should be required to furnish us market reports. We have them 
available in private industry, and very good ones, weekly at the price of $15 per 
year. 

We have found in our State that any small operator deserving credit can 
usually get more than he needs or can profitably use. 

We think that the Federal Government can help us most by continued experi- 
ment and research in developing better methods of growing and maintaining 
our forests and better uses of wood and wood products. 

In conclusion: (1) Reduction of freight rates, (2) holding the present wage 
seale, (3) legislation that allows labor the right to work, (4) saving the tax- 
payers money by leaving banking and market reporting to private concerns, and 
(5) continuing experiment and research to better the industry, are ways in 
which you can cooperate with us to make use of our forest resources to the 
advantage of producer and consumer. 

We appreciate your interest in the problems of the lumber industry. 


The CuHatrman. Now, Mr. Harry Scott, United Papermakers & 
Paperworkers Union, Covington, Va. 
o you have a prepared statement ? 
Mr. Scorr. Yes. 
The Cuatrman. Let us put that in the record and you summarize 
it quite briefly ; will you? 
Mr. Scorr. Yes, sir. 


STATEMENT OF HARRY E. SCOTT, VICE PRESIDENT AND REGIONAL 
DIRECTOR, UNITED PAPERMAKERS & PAPERWORKERS, AFL-CIO, 
COVINGTON, VA. 


Mr. Scorr. I might say, Mr. Chairman, that on the statement in 
regard to Alabama on the daily earnings, if that ever gets down to 
the pulpwood handlers in Virginia, I am afraid Virginia is going 
to lose an awful lot of citizens in Virginia; our population is going 
to drop. 

The Cuarrman. You mean on that $15 a day? 

Mr. Scorr. Yes, sir. 

The Cuatrman. With time off in the late afternoon? 

Mr. Scorr. Basically, on the first page of my prepared document 
I point out, I think, the approach of really getting at the meat 
of this problem and what the pulpwood handlers are confronted with— 
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and I might say here I am speaking basically with regard to the men 
who are producing pulpwood and delivering it to the papermills—and 
that is the fact that you are not really going to get too many facts from 
them, because the majority of them are afraid to appear in front of 
committees, and so forth, and let you know what their problems are. 
The fear is that they are going to be blacklisted and not be able to get 
contracts in order to sell their pulpwood that they produce to the 
papermills. And I say that from actual experience, because in the 
Covington, Va., area some 3 years ago in a very short period of time 
there was in excess of 500 people that dealt in delivering, cutting and 
delivering, pulpwood to the various mills, localities around there, who 
signed up that they wanted to have an organization. An attempt was 
made to go through the National Labor Relations Board, and the 
National Labor Relations Board said, well, you are small businessmen 
in effect and so the petition was withdrawn for any kind of recognition. 

Also, the question as to whether or not there was a free competitive 
market with no collusion in setting the price of pulpwood. And I 

oint out that there should be a number of charts possibly drawn 

y your staff or worked into by your staff which wacdl actually give 
a picture to the Senators as to what is actually existing and whether 
or not there is a free competitive market on the basis of all the things 
that are taking place in the pulpwood industry. 

And I have, from (a) to (e) as to the suggested number of charts 
ae — be compared to give you a good picture as to what has 

appened. 

K so, on page 2 I have here a chart representing the years 1945 to 
1953.8 Now, this chart covers just the items of a 2-ton truck and 
tires and gasoline. And these figures are from the records of a full- 
time enailtoetanoed producer. 

And, very briefly, to cut it very brief on that, in the year 1945 a 
truck cost him $1,350. Tires cost him $62.50 each. Gasoline was 22 
cents a gallon. At that particular time he was receiving $13.50 per 
cord for hardwood and $14.40 for pine. The labor rate being paid 
at the papermill was 65 cents an hour. 

And all through the years there coming clear up through, we find a 
steady increase in the price, until we get to the year 1953, which is a 
record from his own records; we find that the truck then costs $2,685, 
tires cost $105 and gas was 32 cents a gallon. In other words, the 
price of his truck increased 98.8 percent; price of tires were about 
a 68 percent increase; and gasoline 45.8 percent. 

Then jumping from the year 1953 to 1959—and I want to point out 
that the 1959 year is the result of consulting with a garage as to what 
the type of trucks that are now being bought, or being bought by the 
pulpwood producers—and we find that the price of the truck in 1959 
is $3,817, or an increase on a percentage basis of 182.7 percent. 

Senator Lona. If I get this straight, what you are saying is that this 
fellow going out and getting this pulpwood looks at his trucking 
costs. That is up by 100 percent, and yet the price that he is getting 
is just about the same as it was 14 years ago? 

Mr. Scorr. The price—yes, sir, the price—— 

Senator Lone. During the same period of time, if a man is working 
at the mill, his wages have gone up about 200 percent. A man who 


® See prepared statement, p. 156. 
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is figuring his costs realizes that they are up about 100 percent. What 
he is making has not gone up in price. The man who works in that 
mill, instead of working out in the woods, is much better off. 

Mr. Scorr. The fact of the matter is, it is questionable as to whether 
or not in the fall of 1953, whether or not he did not take a cut in the 
amount that he was receiving, because the mill, that particular mill, 
went from a cordage basis buying it on a cord, to a weight basis. And 
the mills set the weight as to what they considered was the weight for 
a cord beginning in the past and paid them on the basis of poundage. 

The pulpwood handlers said that that averaged at least $2 a cord 
cuton the price he was getting previously on a scaling basis. 

The fact of the thing is that some of them came up as high as $17 
to $20 per truckload less, immediately following the period that they 
put them on a weight basis instead of on a scale basis. 

One of the other factors that I want to point out before going into 
my recommendations, and that is the situation existing in there 
wherein the companies will give a contract to a filling “station or 
grocery store combination owner. Now, this filling station-grocery 
store owner has no trucks, he has no equipment, owns no land in 99 
percent of the cases. Howev er, he gets the contract from the mill 
for delivering pulpwood. Then he issues tickets out to the men who 
are-actually out producing the pulpwood or buying it to stumpage, 
_ so forth, or buying land and cutting it, and they put it on a bid 

asis. 

In other words, if the supply and the demand from the mill is great 
and there are a lot of tickets available, then of course he may only 
have to pay 25 cents for a ticket. However, during certain periods 
when the mills cut down their amount of cordage, that they will ac- 
cept on the truck, it goes up as high as $5 or more per ticket. 

And at other times the men have alleged, too, that unless they bought 
their tires, their gasoline and groceries and other supplies from this 
particular grocery store or filling station operator, why, he did not get 
any tickets; whereas the guy that did buy his stuff there, he got the 
tickets. So that is a bad situation there. 

Also, the situation where the papermills are now going out, or have 
been for many years, more so in recent years, buying many acres of 
forest land—of course, there are a lot of good factors in it that none 
of us can object to, but at the same time there is a very bad factor in 
it too, the fact that it is used as a weapon over the heads of the small 
pulpw ood producers because they are told if they start to try to devise 
some means in order to get a more equitable price for their labor, they 
are told, well, we own a million acres, or something like that, therefore 
we do not have to buy a stick of wood locally. 

So that is used as a weapon over the heads of the pulpwood men in 
order to keep them accepting the price that the company is willing to 
pay for it. 

Another method is with these mills, in order to prevent organization 
by having their own employees on the land, and so forth, doing all the 

ulpwood cutting and handling and delivery, they are now contract- 
ing out to the small pulpwood handlers and say, we have a tract of 
land here, we will let you go in and cut so many cords and deliver it; 
we will pay you so much a cord. And therefore the company has no 
responsibility, assumes no responsibility for all the other costs, and so 
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forth, that would have been involved if they were regular employees 
of the mill. 

Senator Lone. As a matter of fact, the owner that way will escape 
the liability of workmen’s compensation if a tree falls down on some 
poor fellow, will he not ? 

Mr. Scorr. Yes, sir. 

I have here recommendations which I have suggested. 

The CHatrman. Mr. Scott, I have looked them over already; I have 
been reading ahead of you. I wonder if—I do not want to cut you off. 

Mr. Scorr. That is all right. 

The CuHatrman. I wonder if we cannot just print those in the 
record. You have them very well stated. 

Mr. Scorr. Yes. 

The CHarrman. Thank you very much, Mr. Scott. 

Any questions ? 

Senator Lone. That was very nicely presented. 

The Carman. All right, Mr. Scott, we are glad to have had you 
here. Thank you very much. 

(The full text of the prepared statement referred to follows :) 


STATEMENT OF Harry E. Scort, Covinecton, VA., Vice PRESIDENT AND REGIONAL 
DIRECTOR OF UNITED PAPERMAKERS & PAPERWORKERS, AFL-CIO 


Gentlemen, let me be brutally frank at the very beginning. I appear here 
with no pretense of being impartial. In fact it sickens me to read and hear 
certain testimony allegedly coming from independent, individualistic individuals 
when in fact these individuals are no more independent of large paper mills 
than a mule in a field of sand searching for a blade of grass in order to survive. 

I firmly believe the intent and purpose of the honorable gentlemen in the 
Senate is for a good cause; however, I doubt that the existing method will 
obtain the true picture of actual conditions and problems of the men really 
confronted with the question of maintaining a family and home by actually 
working in the forests cutting, skidding, loading, and delivering pulpwood to 
its destination. 

The true men vitally affected by the results of your studies are handicapped 
in many ways from presenting their problems and experiences. Besides the 
many easily recognized reasons, the major one is fear. Fear that they will be 
blacklisted from selling their wood to the major corporations. If these hear- 
ings are for small business why do you usually find representatives of large 
corporations, operating in the millions of dollars profit figure, in attendance? 
It could be like a policeman standing at a corner indirectly advising you not 
to violate any law or you will be penalized. 

I humbly suggest that if the committee is desirous of all the facts, they send 
out a staff of investigators to a number of different locations to observe the 
type of homes, living conditions, and hear from the true independent pulpwood 
cutter the conditions that confront him. 

Independent ptlpwood handlers are practically in a no man’s land. Large 
corporations have manipulated laws to have them declared as independent 
small businessmen; therefore, the NLRB will not in 99 percent of the cases 
exercise jurisdiction or require recognition by the buyer of their product. The 
irony of this declaration is it is the first time you will see so-called small business- 
men running around 98 percent of their time in patched overalls and jackets 
and many living on the side of a mountain in a building through which you 
could throw a cat through a crack. 

Laws also exist which scare the individuals from using other means of 
protecting themselves since they may be charged with monopolistic control 
or price fixing. To get around this they need money for competent lawyers 
and advice to avoid these pitfalls. Money which they do not have. 

If any Member of the Senate is convinced that there exists a free competitive 
market with no collusion in: setting the price of pulpwood, I suggest:a number 
of charts be prepared by your staff. The results of which should give cause 
to seriously question monopolistic pricing of pulpwood. 
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(a) Compare the price of pulpwood which has been on a steady decline as 
to availability and accessibility with the price of other commodities with a 
similar decline but still in constant and increasing demand. 

(b) Develop a chart of offered prices of pulpwood by localities or regions to 
determine the uniformity, if any, of said prices and fluctuation, if any, of 
prices throughout the years. 

(c) Develop a chart comparing the average price of pulpwood with pulp 
and paper prices and all prices of wholesale commodities. (This will probably 
show a widening margin between the cost of wood and the price of paper in 
spite of the great technological improvements in papermaking which reduces 
unit cost.) 

(d) Develop a chart comparing the income of forestry and logging industry, 
with the profits of pulp and paper mills and all corporations. 

(e) A chart showing the rising cost to the pulpwood handlers, the change in 
labor rates of the paper mills in the locality, and the price received for the 
pulpwood, which is actually the labor rate for the pulpwood handler. 

The following is a chart for the years 1945 through 1953, consecutively, 
covering just the item of a 2-ton truck, tires and gasoline. These figures are 
from the records of a full-time small pulpwood producer. The year 1959 is as 
obtained from a garage selling said items today. 
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# Until Nov. 28, 1953, went to 25.8 cents per 100 pounds and rated a cord at 5,200 pounds. Pulpwood 
handlers claimed this resulted in an average $2 per cord reduction. 


It is interesting to note from the above chart how just three items of the 
pulpwood handler has increased from 56 to 182.7 percent yet the price for his 
product paid by the papermill remained completely static until November 28, 
1953, when bases of paying went from cords to cents per hundred pounds and 
this resulted in an average of $2 per cord cut in the opinion of the pulpwood 
handlers. Furthermore, labor rate at the mill increased approximately 180 
percent. 

No consideration to cost has been given to the increased distance the wood has 
to be hauled; to the increased maintenance cost of equipment; to the constant 
rising living cost; to greater use of a bulldozer for more miles of logging roads; 
to increase in wages of the millworker; to skyrocketing price of forest land. due 
to the tremendous increase in pulp and paper consumption (it is normal for 
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pulp consumption to increase about 4 to 5 percent per year) ; and many other 
factors too numerous to mention. 

Millions of acres of forest land have been bought up by large papermills. 
This is used as a weapon over the heads of the local independent pulpwood 
handlers. If any method is devised by the local pulpwood handlers to attempt 
to obtain a wage increase by receiving an increase in the price of their product, 
these companies let the men know of these acres of land owned by them and 
that they can be supplied with the necessary cordage to continue operating 
for many years without buying one stick of wood locally. What greater weapon 
can an employer hold over one dependent upon the company as a means of his 
sole livelihood? 

Much disgrace exists within the pulpwood handling industry. Time does not 
permit extolling all of them but let me list this one as a prime example; 

The company will issue a contract to some filling station-grocery store owner 
who has no trucks or other equipment for handling pulpwood. The contractor 
then issues tickets to the actual pulpwood men with all of the necessary wood- 
handling equipment. The check from the paper mill is then issued in the name 
of the so-called contractor who cashes the check and charges the real pulpwood 
handler a fee per load ranging from $0.25 to $5 or more. In other words, if the 
demand from the mill is great the pulpwood men can get these tickets for $0.25 
apiece; however, if the company has reduced the number of tickets they will 
accept for a certain period, the pulpwood producing men have to bid on these 
tickets and they go to the highest bidder. It has furthermore been alleged that 
unless you bought gas and other supplies from the contractor you could not obtain 
any tickets. 

Another method of preventing organization of the men cutting pulpwood on 
company-owned lands is becoming more prominent, to wit; The company buys 
the forest land and then makes a so-called contract with a pulpwood handler to 
cut and deliver the wood to the millsite for $10 or $11 per cord. You may ask 
why do the men accept these conditions? The simple answer is that if they 
don’t they cannot deliver wood from their own tracts of forest lands. 

The above just skims the surface of the serious problem of approximately a 
quarter of a million of pulpwood handlers alone. 

In brief the conditions of the small-forest people have been brought about by 
lack of any organization for the small loggers, pulpwood handlers, and timber 
land owners; therefore, they are in no position to challenge the claims or to 
counteract the legislative activities of the larger industry trade associations. 
Furthermore, there are more producers than buyers and facts tend to indicate 
that possible collusion exists in holding prices low. 


RECOM MENDATIONS 


I wish to make clear here that the above comments are my personal observa- 
tions as well as the following recommendations: 

(1) In considering any formula for alleviating the problems of the small, 
truly independent wood handlers we should always keep before us the fact that 
these small operators are selling their labor in the form of rough wood. 

(2) An agency should exist to advocate and be prepared to assist and advise 
the small independent wood handlers and timber land owners on the value and 
procedures of presenting their problems to the public; seeking support for legis- 
lation beneficial to them; and exchange of pertinent information. 

(3) Limit the amount of forest acreage to be owned by corporations, thereby 
preventing monopolistic control of timberland. 

(4) Give priority rights to small independent operators in public timber sales. 

(5) Place forest products in a similar category as other agricultural products 
on a parity basis. 

(6) Regular current price reporting service. 

(7) Consideration on gas tax and truck license for the many miles used on 
private logging roads. 

(8) Establish open competitive pulpwood markets in various regions so that 
the seller not the buyer has something to say about the price of his commodity. 

(9) If wood is scaled, establish specific rules to be used as a yardstick so as 
to avoid unilateral decisions of the buyer. 

(a) If wood is bought by weight, a Government agency to make a complete 
study and develop a standard weight for each region to substitute for the present 
buyers variable standards. (Read “Buying Wood by Pound Pays,” Pulp & 
Paper, January 1959 issue, pp. 98 through 101.) 
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(10) Improve loan programs so as to be available to the small pulpwood 
handlers. 

(11) Study pulpwood buying in an attempt to spread out the marketing period 
and eliminate the present feast and famine conditions. 

(12) Make actual contracts between buyers and sellers to contain certain 
firm commitments. (Most contracts now are only so in name in order to avoid 
many risks and other costs, such as, social security, workmen’s compensation, 
unemployment insurance, and fringe benefits. ) 

(13) Change the necessary laws so that the pulpwood buyer has to bargain 
collectively with those securing and delivering the wood. 

(14) Make all workers in the woods come under the protection of the Fair 
Labor Standards Act regardless of number involved. Existing exemptions create 
the possibility of subterfuge which deprives these workers of the same rights and 
protection as other workers. 

I wish to thank you gentlemen for the time and privilege to appear here today. 
I certainly don’t claim any originality in the points brought out. 


The CHarrman. Mr. J. Walter Myers, Jr., executive director, 
Forest Farmers Association, Atlanta, Ga. 

Mr. Myers, we are glad to have you with us. 

Mr. Myers. Thank you, sir. 

The Cuarrman. Do you have a prepared statement ? 

Mr. Myers. Yes, sir. 

The Cuatrman. Will you submit it for the record ? 

Mr. Myers. Yes, sir. 

The Cuamman. I want to say this. I feel very badly about this 
compression of time, but I know of no other way to handle it. 


STATEMENT OF J. WALTER MYERS, JR., EXECUTIVE DIRECTOR, 
FOREST FARMERS ASSOCIATION, ATLANTA, GA. 





Mr. Myers. Well, I have appeared before a number of the com- 
mittees before and a number of the Senators here, and I appreciate 
the opportunity to appear again. 

Our organization is an organization of timberland owners in 15 
Southern States, and the majority of those owners are small owners. 
When I say small owners, I mean below 500 acres. In addition to 
my duties as executive director of the Forest Farmers Association, 
I am editor of the monthly publication, the Forest Farmer magazine. 

The Cuarrman. By the way, I want to say it is a good magazine. 

Mr. Myers. Thank you, sir. 

The Cuarmman. You send me one once in a while and I read it. 

Mr. Myers. I am delighted to hear that, Senator. 

And we also put out a Forest Farmer Manual, which is a guide- 
book designed primarily for small timberland owners for their infor- 
mation, and it is dedicated, as all editions have been, to the small 
timberland owner. If he finds it is helpful as a guidebook to more 
productive woodlands, then it will have served its purpose. 

I might add here we publish and make available grade rules and 
specifications and many other standards, which were mentioned. 

There are considerable questions on weight and specific gravity. 
I will not go into detail on that, but it is all covered in here. If 
it would be helpful, I would be very happy to make a copy available. 
There is not complete information available now on weights, as I 
am sure the members of the committee would likely know, but there 
issome:very fine research being done in it. 
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First of all, I would like to thank this very able committee for 
its sincere interests in the problems of the small businessmen, the 
very small farm operator, and the producer. 

I have realized as I have listened to the testimony that the sin- 
cerity of all the people have impressed me, all of the witnesses, and 
in many cases we are talking about different things, different con- 
ditions. 

I am a graduate forester myself, and I have worked in Louisiana, 
primarily, Texas, Mississippi, and Alabama. I gradutaed from 
Louisiana State University in 1941 and 1951, both times in forestry, 
and migrated to Georgia in 1951 and have been living there ever since. 
So I have a knowledge of our area in the deeper South and some of 
the situations further up, maybe, apparently are quite different from 
our own. But we have made remarkable progress in fire control, 
forest management, and in the markets for our forest products in that 
area. We still have a long way to go. There is plenty of room for 
oe 

ur people, who are the people that actually own the land, are 
interested very much in how they can keep abreast of the growing of 
trees and growing better quality trees, because our markets are ex- 
panding tremendously and rapidly; since, in the 12-State southern 
area, for instance, since 1950, there were 57 pulpmills, and today there 
are 69. And that does not take into consideration any of the plant 
expansion that is taking place in some of the mills such as in your 
own State, Senator Sparkman, down at Mobile, where they have 
doubled and tripled, and Louisiana, where there is just one expansion 
program after another. 

Senator Lone. We need some more, though. We can use them. 

Mr. Myers. Yes. 

And I notice in studying some of this—I worked for the Illinois 
Central Railroad at one time as their forestry agent. It is very in- 
teresting to note that in the southern area one out of every five cars of 
freight originating in the South is wood or wood products. So 
roughly 20 percent of all the raw materials—and that is all the south- 
ern railroads. 

Mr. Warren T. White, who is with one of the railroads, and who is 
also an economist and a very generally recognized authority, stated 
that— 


the coming of these mills to the South has breathed value into millions of acres 
of otherwise unprofitable timberlands and has made the growing of trees a 
profitable venture for farmers and landowners. 


He continues: 


As short as 22 years ago, second-growth pine timber could be purchased on a 
stumpage basis for as low as 50 cents a cord. The prevailing price today gen- 
erally will run $5 and upward. 

I know from the days I worked in Louisiana in the middle and late 
thirties it could be bought down there for 25 cents acord. As a mat- 
ter of fact, in some cases you could not even give it away. The 50 
cents a cord in this case is per cord of 128 cubic feet. 

The CHarman. I am glad you verified my recollection of that 128 
cubic feet. That is right, is it not? 

Mr. Myers. That is what is known as a standard cord. 

The Cuamman. Yes. 
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Mr. Myers. Now, there is a unit which is a slightly larger measure, 
and I do know that the Forest Service in their timber sale—and I am 
sure this can be verified by figures from the U.S. Forest Service— 
during its timber sale last year sold from the national forest in 
Florida pulpwood at $9 a cord—stumpage out in the woods. So I 
really do not know—I am quite surprised that there is a difference in 
prices between areas. But that is not unusual. 

Senator Lone. As a man who understands the smal] landowner, 
how does the landowner go about determining how much he gets 
from stumpage? Does he have to be right there, Johnny-on-the-spot, 
to measure something, or how is he going to determine what he is 
going to do about it ? 

Mr. Myers. That is a very excellent question and one I am glad 
you brought out, Senator. 

In the Society of American Foresters, there are now between 12,000 
and 13,000 professional graduate foresters, men who have graduated 
from universities and with sufficient experience to qualify for this 
society. There are 600 of them in the State of Georgia alone, and I 
would estimate that the average is about 7,200 in the South. When 
you divide that by 12, 600 is approximately right. Now, there are 
in Georgia over 150 counties. But if you divide 600 foresters by 150, 
they still, on an average—now, it would not be true for every 
county—but 3 professional foresters for every county almost in the 
South. And the county agents these days, with the Extension Serv- 
ice, have a very fine program in all of our States for the State forests. 
Georgia has an excellent program, Louisiana has an excellent pro- 
gram, Florida has an excellent program, and Alabama; and most all 
of the Southern States have done a very fine job in recent years 
bringing up this forestry program. 

We have not reached what we would like to reach or what we had 
hoped to, but they are at a high level. And the landowners can get 
the information. It is a big problem. The big difficulty is to get 
them to use it. 

Senator Lona. You mean they get the information by hiring the 
forester ? 

Mr. Myers. They do not have to hire one, Senator. We have got 
some Federal cooperative programs. We have got State programs. 
The Illinois Central and a number of the railroads hire foresters to 
go out and help the people. And I am not mpenbing of the company 
foresters, even. There are other foresters who will give you an im- 
partial idea of doing it. 

As a matter of fact, that is what I did a good part of the time I 
worked for Illinois Central, because we were interested in building 
up the trees in our area. The more trees we grew, the more wood we 
hauled. We knew it was big business, and we wanted to help the 
folks. 

But the big problem is getting them to use it. And I will freely 
admit that you can lead a horse to water, but it can have the material 
right there, but making him take it, to make him study it, to make 
him understand it is yet another problem. And as small landowners, 
we are very much interested in the whole situation. 


ee 
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I would briefly like to comment on some of the statements that Mr. 
Proxmire made in his opening remarks in Superior,’ if I might, 
which were some of the problems, and some of them are different 
from the South, as I know it, and some of them are different from 
other regions, certainly, but there are some things in common. 

Now, on the matter of forest credit, there is considerable that can 
be done. Utilizing to a great extent existing programs and the Fed- 
eral Land Bank in New Orleans, utilizing to a great extent existing 
programs in Columbia, S.C., the different other agencies, such as 
the private insurance companies, have all gotten into it. The na- 
tional banks can make loans. 

But there are several points there that those programs are not en 
as well utilized as they could be. There are some bugs in them, an 
one of the bugs in their small banks and small towns is that the 
bankers can invest their money in a safer, or what they consider a safer, 
more conservative item. Now, he can lend the money, but he has got 
to want to lend it before he can legally lend it. But somehow he does 
not have a lot of money, and he is not willing to take the risk of in- 
vesting in something that may be somewhat unknown to him. If we 
can educate him, I think we can do well. 

The Federal land bank is expanding its program. I have a friend 
in Fulton County, Ga., who recently got a loan on 100 acres, a small 
loan, And I had the pleasure last year of serving on the Resources 
for the Future, Inc.’s “Forest Credit in the United States,” a very 
fine credit study which Mr. Stoddard worked on, a very fine, capable 
piece of work, I thought. And what we, the members of the commit- 
tee that were associated with that, seemed to think and seemed to find 
was that large owners can frequently get loans; the smaller owners 
have a problem. 

On the matter of prices, we realize the information is available if 
the man will look for it, and certainly I would like to stress that it is 
imperative that the seller be fully informed of the markets for his 
products, far more than the fair market value of these products if he 
is to get a reasonable price for his products. Our only thought is in 
the method for doing it. The States can do it if they want to. 
North Carolina has a reporting service. Iam sure it is likely that the 
folks here have seen it. There is a copy of their report, “Timber 
Markets,” with complete prices.”* 

Louisiana has one quarterly marketing report put out by the Louisi- 
ana Department of Agriculture and Immigration. The other States 
can do it where there is a demand. 

Our own people, the people that own the land and are selling it, 
frankly do it this way—and we urge you to do it this way. These 
figures—there is nothing wrong with these figures—they are prob- 
ably good in a specific locality, to fit a coche location. But if a 
man wants to sell something, if he can get two or three bids on it, 
just do not take the first bid. And we have got people in our area 
knocking on the door trying to buy your timber. 


7Hearing held in Superior, Wis., Nov. 13, 1958, on the problems of the independent 
logging and sawmill industry (p. 3). 
7@ Retained in committee files. 
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The Carman. Mr. Myers, may I interrupt right there, because 
I have got to do a little planning. I was due at a luncheon engage- 
ment at 12:30. It is apparent we cannot finish this morning. 

Would it be agreeable to come back at 2 o’clock? Is there anyone 
that would be inconvenienced too greatly by that ? 

What is your problem ? 

Mr. Eaton. I have gota plane at 3: 15. 

The Cuatrman, You must catch an airplane at 3:15? 

Then suppose we meet at 1:45, and we will take you first. That 
will give you plenty of time to catch your 3: 15 plane. 

Mr. Eaton. Mr. Pinkham has the same plane. 

Mr. Pinxuam. We do not have too much to say, I do not believe. 

The Cuarrman. Senator Long has indicated that he might be able 
to stay on a little bit longer, and perhaps he can hear you gentlemen 
before you leave. Iamsorry that I must go, Mr. Myers. 

Mr. Myers. We appreciate your courtesy, sir. 

The CHarrman. We appreciate your courtesy and your presenta- 
tion and all of the valuable information that you have left for the 
committee files. 

Mr. Myers. We are delighted to do so. 

Senator Long thereupon assumed the chair.) 
r. Myers. And insummary 

Senator Lone. You have testified many times before and you know 
we will print your complete statement and then we will print your 
summary. 

Mr. Myers. Thank you, sir. 

I can summarize quickly by saying that on the other items, such 
as the matters of actual markets, we have frequently—more frequently 
than not—no actual market price. It is a matter of who we will 
sell them to, instead. And we do not have the year—we have a year- 
round market except where they may have an unusual range. 

Of course we fully recognize in other countries they have snow 
and things like that that may create big bulges in this market and 
a complete cessation of operations. ; 

There is a new development in the South that I would like to 
mention before we move on to the conclusion, and that is the wood- 
yard. We have got hundreds of them over the South now, where a 
farmer can take his material into this woodyard. They are oper- 
ated by independent dealers, and they can sell it and get paid for 
it right then. It is highly advisable, naturally, that he check the 
specifications as to what they are taking and the price, delivery 
date, before he cuts this wood. It would be a very poor way to do 
business to cut his wood first and bring it in and then, for some 
reasons, it did not meet the specifications; certainly he would be at 
the same mercy with the general public as would be a farmer who 
loaded his truck with tomatoes and took them to town on Saturday 
and tried to sell them on a hot day and if he did not sell them, they 
would spoil. 

Down South we do have some problems in that regard. Wood 
does spoil. You cannot keep it indefinitely. Bugs will get it. 

The fourth item is fluctuation in prices. We do not have that. 
But it is understandable how they can have it in other areas. Per- 
haps this can be better understood when it is noted that perhaps 80 
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percent of the ees bought in the South comes from noncom- 
pany lands and mainly from private owners. So in other areas 
again it may be different, but the record will certainly bear us out. 
Tice facts can be verified by the Forest Service. 

In summary, the most urgent need of the small owners and opera- 
tors in the South is an expanding program of well-directed forest 
research, including better utilization of all trees and particularly 
trees that are now considered culls or worthless—and the Federal 
Government, through its existing programs, including the Forest 
Products Laboratory at Madison, Wis., can play an important role 
in this effort. 

Some constructive action would be very desirable to increase the 
availability of forest credit within the framework of existing pro- 
grams; and there is a definite need for greater coordination of exist- 
ing programs aimed at assisting landowners so that better use can 
be made of these services. Additional services already within the 
scope of these agencies can be usually arranged where a definite need 
is indicated. 

Thank you. 

Senator Lone. What you are saying, in effect, is that most of these 
sroblems, the problem of the landowner and that of the producer, 
one answers available if you will just look in the right place for 
them. And you are saying you publish a magazine to answer just the 
kind of questions these fellows are asking, and there are publications 
that are available to you as well as to him that show the answers to a 
great number of these problems. 

Mr. Myers. Yes, sir. 

Senator Lone. That would answer the question that some fellow 
has raised, and there are thousands of foresters, and with someone 
right in his own community who can tell him the answer to that right 
away. 

Mr. Myers. The producers even have trouble in determining 
grades. If I would have to sit down and write grades for a certain 
type product at this moment, I could not do it, and I would have 
to admit it. I would have to look it up. I am sure that would be 
something that someone would have to devote a major part of his time 
to, a great deal of time, Senator. 

Senator Lone. Thank you very much. 

Mr. Myers. Thank you, sir. 

(The full text of the prepared statement of Mr. Myers follows :) 





PREPARED STATEMENT OF J. WALTER MYERS, JR., EXECUTIVE DIRECTOR, FOREST 
FARMERS ASSOCIATION ™ 


Mr. Chairman and members of the Senate Select Committee on Small Busi- 
ness, my name is J. Walter Myers, Jr., and I am executive director of the Forest 
Farmers Association with headquarters in Atlanta, Ga. I am appearing as a 
spokesman for this organization, which is made up predominantly of small 
timberland owners and operators in 15 Southern States from Virginia to Texas. 

In addition to my duties as executive director, I am also editor of Forest 
Farmer magazine which is distributed monthly to some 3,700 persons in this 
region, and our annual “Forest Farmer Manual”—a guidebook designed primar- 
ily for small woodland owners. 

First, I want to thank this very able committee for its sincere interest in the 
problems of the small forest businessman—including both the forest farmer and 





7 See app. 25, p. 236, for supplemental statement submitted by Mr. Myers. 
36440—59—pt. 2- 5 
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the small operator and processor. The mere focusing of additional attention 
on the problems of the small owner and operator is sure to be helpful, in that 
it gives us pause to reappraise the situation. 

Our association has been working in this field for the past 18 years, and I 
have been with the Forest Farmers Association for the past 7% years as exec- 
utive director and editor of its publications. In looking back, a substantial 
amount of progress has been made toward solving many of the problems that 
existed a number of years ago. A satisfactory system of fire protection has been 
established, forest management practices are improving—even though there 
is still considerable more progress to work for, especially with the small owners ; 
and the markets for forest products in the South have expanded far beyond 
the expectations of the most optimistic. 

But we cannot rest on past achievements, if we are to keep abreast with the 
growing demands for wood products from our ever-expanding southern wood- 
using industries. The recent Timber Resources Review showed a reasonable 
balance in our Nation’s forests between growth and drain, although there was 
a distinct reduction reported in the amount of high quality timber. One of 
the biggest problems in the South today is maintaining a strong program of 
forest research to develop ways and means to grow more and better timber 
faster. 

Our markets are growing at a truly remarkable rate, as evidenced by the fact 
that the number of pulp and paper mills in the 12-State southern area has 
jumped from 57 in 1950, to 69 in 1958, without considering expansion of existing 
plants, which in a number of cases doubled or further increased their capacity. 
In addition, at least three additional mills are now under construction. 

The State of Georgia offers an outstanding example of this remarkable 
industrial growth. Prior to 1936 there were no pulp and paper mills in Georgia. 
Today, there are 10 operating mills and 2 more in various stages of construction 
or planning. The full impact of this growth is only realized when one considers 
these mills have a replacement value ranging anywhere from $35 million to over 
$100 million each. Mr. Warren T. White, distinguished railroad executive and 
an outstanding authority on the South’s economic structure, recently stated in a 
magazine article, ““* * * The replacement value of present productive capacity of 
the industry [pulp and paper] in the South will run to approximately $3 
billion * * *,” 

In another quotation from the same article he notes: ‘“* * * the coming of 
these mills to the territory [the South] has breathed value into millions of 
acres of otherwise unprofitable timberlands and has made the growing of trees 
a profitable venture for farmers and landowners * * *,” 

He continues “* * * As short as 22 years ago, second growth pine timber 
could be purchased on a stumpage basis for as low as 50 cents a cord. The 
prevailing price today generally will run $5 and upward * * *,” 

Gentlemen, I have taken time to read the record of this committee’s hearings 
in Superior, Wis., on November 13, 1958. The testimony contained in this record 
was both interesting and enlightening. I need not mention to you that the prob- 
lems of the small operators in that area are quite different from many of the 
problems we have in the South. 

I was particularly interested in Senator Proxmire’s comments on some of 
the problems, which have come to the attention of this committee, as indicated 
on page 3 of the Superior hearings record. 

Briefly, I would like to comment on these items, with regard to their signifi- 
eance in the southern area as seen by the small owners and operators of the 
Forest Farmers Association, which I represent. 

First, on the matter of forest credit there is considerable opportunity for 
improving this situation in the South. The Federal land banks of Columbia, S.C., 
and New Orleans, La., have greatly expanded their loan programs to forest land- 
owners, and several private insurance companies have developed very fine 
loan programs; and some are accepting loans on well-stocked properties below 
1,000 acres. Travelers, Equitable, Jefferson Standard, and Connecticut Mutual 
are some of the companies making these loans. 

National banks can now legally make loans on timberlands of any size. But 
most of the small bankers have only limited funds to deal with and frequently 
are very conservative in making any loans. I had the pleasure of working with 
Mr. Charles Stoddard of this committee’s staff on the Resources for the Future, 
Inc.'s, study on “Forest Credit in the United States,” published last year. The 
general thinking as finally developed was that the large owners and operators 
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frequently are able to borrow, without too much difficult. The small owners and 
operators, and the local bankers and the State banking departments all need to 
be encouraged to develop further credit in this field, where there is a demand 
for it. I feel that sufficient credit can be made available in the framework of 
existing programs, and no new programs are needed. Certain further permissive 
legislation may be required before the present programs can function adequately— 
and generally we would favor that. 

The second item in this list of problems concerned availability of prices on 
forest products. I would like to stress that the Forest Farmers Association 
fully favors a completely free flow of information on prices offered for forest 
products. It is imperative that the seller be fully informed of the markets 
for his products and the fair market value of these products if he is to get a 
reasonable price for his products. There may, however, be a difference of 
opinion on how this may best be accomplished. Frankly, from my own experi- 
ence—and I am a graduate professional forester—timber prices must have local 
significance based on local markets or they are of little or no value. 

One of the easiest ways for any landowner to get some idea on the value of 
his timber is to get bids on it from different buyers—a good rule is, never accept 
the first offer before you have checked with other prospective buyers. Even to do 
this intelligently the owner should have some idea of how much timber he has, 
Federal, State, and private foresters are available in most every county in the 
South to help the owner measure his timber and market it at a fair price. One 
of the problems has been to get the owner to utilize existing services. 

There are over 600 professional foresters in Georgia alone, which averages 
out to more than 3 per county. So no one is really far from professional advice 
on market prices and other forestry information—not in the South. Im all 
instances there is a county agent and a soil conservation representative, and these 
people can be most helpful. 

Excellent progress has been made in getting owners to utilize these sources 
of information, especially in the South where prospective buyers come knocking 
on the doors to buy a man’s timber. Believe me he soon gets an idea of its 
worth. But definitely more progress is needed in getting the owner to exercise 
his initiative. 

Some States in the South; namely, Louisiana and North Carolina; publish 
periodic reports on timber prices. All of the States could do it if they had 
sufficient demand for such service. We would publish it in Forest Farmer maga- 
zine if our readers wanted it—and we have considered it. We already publish 
grade rules and specifications on poles and piling, southern pine lumber, hard- 
wood log grades for standard lumber, measurement of pulpwood, veneer and 
plywood, railway ties, posts, and mine timbers. They are all listed in the 
“Forest Farmer Manual” or can be gotten from the U.S. Forest Service. 

Frankly, I cannot see any value to a Federal price reporting service, mainly 
because such information is meaningless to the seller because he does not have 
access to all the markets reporting. Actually, it might just confuse him. Our 
thinking is, let the States do it where there may be a demand, no legislation 
is needed and we have always found the State forestry agencies, the extension 
service, etc., most willing to help where they could perform a service which the 
landowners want. 

The third item mentioned was actual markets. I cannot speak for other 
areas, but in the South the market situation has been progressing rapidly. An 
extensive system of woodyards operated largely by independent dealers has been 
developed and is still being expanded over the South. 

Frequently more than one dealer will use this woodyard, and purchases are 
made directly from owners. The owner should, of course, check on specifications, 
price, and date of delivery before cutting his wood—but that’s only good business. 
We are currently assembling a list of woodyards in the South for inclusion in 
the “1959 Forest Farmer Manual.” 

The fourth item mentioned on the list was wide fluctuation in prices. Frankly, 
we do not have much difficulty with this in the South—which I would attribute 
to a lack of the seasonal difficulties found in the North, and, of course, the 
competive market for wood in the South. Perhaps this can be better understood 
when it is noted that approximately 80 percent of the pulpwood for the 70-odd 
pulp mills in the South comes from nonecompany lands, and mainly from private 
owners. 

In summary, the most urgent need of the small owners and operators in the 
South is an expanding program of well-directed forest research, including 
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better utilization of all trees and particularly trees that are now considered 
culls or worthless—and the Federal Government through its existing programs, 
including the Forest Products Laboratory at Madison, Wis., can play an im- 
portant role in this effort. Some constructive action would be very desirable 
to increase the availability of forest credit within the framework of existing 
programs, and there is a definite need for greater coordination of existing pro- 
grams aimed at assisting landowners so that better use can be made of these 
services. Additional services already within the scope of these agencies can 
usually be arranged where a definite need is indicated. 

Mr. Chairman and members of the committee, your interest in the welfare of 
the small businessman is indeed gratifying. Thank you for your courtesy in 
hearing me. (See app. 25, p. 236, for supplemental statement.) 

Senator Lone. Let me see this gentleman here who has to catch that 
airplane. 

Do you have a prepared statement, sir? 

Mr. Eaton. Yes, sir. It is very short, and I am ina hurry, too. 

Senator Lona. Let me just read that statement. 

Mr. Eaton. It would take me just about 3 minutes to read it. 

Senator Lone. All right, you go ahead and read it. 


STATEMENT OF JOHN EATON, OPERATOR OF EATON LUMBER CO., 
ROCHESTER, VT. 


Mr. Eaton. I am John Eaton. My home is Rochester, Vt. This 
is my first experience in testifying before a congressional committee 
so this procedure is all new to me. 

I pes ate a small logging company which employs a 10-man crew. 
In addition I operate a small sawmill which employs 20 men. 

In the area where I live, there are two plywood mills, eight sawmills, 
a bowl mill, and a dimension mill. These industries are dependent to 
a large degree upon the Green Mountain National Forest for their 
wood supply. 

We have a disturbing situation in that we do feel the Forest Service 
is influenced too much in their sale of stumpage by high prices. 

Our local economy would be helped if the Forest Service would 
make the timber available more evenly instead of what seems to me to 
be a holding back of stumpage until the highest prices are obtainable. 
Therefore, it appears that when stumpage is scarce the Forest Service 
should permit cutting of timber up to the allowable cut. 

This problem is compounded by bidders coming from outside the 
logical working area who bid up the local stumpage prices so that our 
operations become unprofitable. 

Our trade associations have set up recognized lumber grades and 
standards which are internationally accepted. Concentrative milling, 
dry kilning, and marketing operations are now providing facilities for 
small sawmills which are too small to provide theirown. The North- 
east has come a long way in the last 3 years toward better utilization 
of timber resources. One paper mill is now receiving 50 percent of 
its wood requirement in chips from sawmill residues and others are 
receiving substantial amounts. 

I believe in the free enterprise system. The lumber industry has 
always found some way to solve its problems. I do not believe that 
poorly managed and unprofitable operations should be subsidized by 
easy credit or other means. The only way we can have a strong, stable 
lumber industry is by the elimination of the unstable. Business fail- 
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ures in the lumber industry are nothing new. The only place these 
do not occur are in the Communist countries. 

We have no serious problem unless it be the threat of more Govern- 
ment interference in our affairs. 

I thank you for allowing me to appear before this committee and 
for your kind indulgence. 

Senator Lone. Thank you very much. 

This other gentleman that has to catch the 3:15 plane, if you will 
give me a copy of your statement, I will put you on after I get through 
with Mr. Broom. 

Do you have another copy of your statement, Mr. Broom? 

Mr. Broom. Yes, sir. 

Senator Lone. Mr. Broom, I am going to have your statement 
printed in its entirety in the record, and I think I can summarize 
your statement right here. 

Mr. Broom. Mr. Chairman, if you would like to ask any questions ! 

Senator Lone (reading) : 

I have ample resources to draw from and readily available markets to sell to. 
But where I am getting the squeeze from is the ever-increasing overhead of my 
business—cost of equipment, gas, oil, tires, labor, and taxes are constantly being 
increased. 

That is what you feel your main problem is? And I believe you 
would want to extemporize about what you say here with respect to a 
competitive market. Is there something you want to say about that 
in addition to what you have got in your statement ? 


STATEMENT OF GEORGE A. BROOM, FOREST PRODUCTS PRODUCER, 
SLIDELL, LA. 


Mr. Broom. Senator, we have no problem as far as raw products 
are concerned. We have ample supplies to draw from. 

Most of our landowners, as you know, in that area are small land- 
owners and they are interested, in large numbers. 

We have a good program of reforestation, we have a good program 
of forest practice. There are some programs, of course, where there 
are exceptions. But the reason for that, people want to sell and get 
another tract or want to sell and convert it in real estate property. 
That is the big problem in our area now. 

Our particular problem in our area is the overhead that it is cost- 
ing us to keep our business in operation. Certainly you gentlemen 
realize that we buy the timber on the competitive market. We sell it 
competitively to people who sell their products, in turn, competitively. 
The ceiling, therefore, the ultimate seller or the ultimate buyer is the 
man that governs what this product is going to be sold for. 

We are in the picture in the middle of the squeeze. And if there 
is anything that you gentlemen can give us in relief in that instance 
where the top is squeezing against the bottom and we are there trying 
to struggle and make a living. 

Now, our problems, as you probably know, are, most of our equip- 
ment is used off the highway. We have trucks, of course, that use 
the highway. There are subject to, or should be subject to, highway 
taxes. But our diesel oil and our gasoline and rubber that is used in 
the woods, I do not believe should be taxed for highway use, because 
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they never get on the highway. And I believe if you fellows will 
give us relief in that instance you will help us tremendously. 

Some of these other gentlemen pointed out, previously to me, if 
you will give us some means by which we can plow back some of our 

rofits back into our business that would be helpful. In other instances 
if you would make small loans available, that would help us, too. 

Gentlemen, that is it. Thank you. 

Mr. Sruuts. Mr. Broom, may I ask you one question ? 

Do you have any idea why everything should be going - except 
the price that you get from the pulpwood mills, for example? 

Mr. Broom. Sir, I am not primarily in the pulpwood business. I do 
have to buy and sell some pulpwood in order to get posts and timber, 
because I buy it on a marked stand that the man marks the timber that 
should come out, and consequently it is not suitable for piling and 
poles—some of it is logs, some of it is pulp. But my principal busi- 
ness is the production of raw piling and poles. 

Mr. Srutts. Has the price of that raw material gone up as you 
sell it ? 

Mr. Broom. We had some increase right during the period pre- 
ceding the last war, up to a point, and the prices have gone down in 
the last 3 years. 

Mr. Sruurs. How about the price of what you sell to mills; has that 
gone up? 

Mr. Broom. The price on pulpwood has been very stable. We have 
had one or two small increases. But the overall picture has been 
very stable. 

Our sawlogs, our saw timber in the last 2 years has taken a tre- 
mendous drop. Two years ago we were getting, delivered to the 
mills, $60 a thousand, in some instances $65 per thousand board feet, 
Doyle scale. We are presently getting $50 and $55 delivered to these 
same mills. 

Senator Lone. Thank you very much, Mr. Broom. 

(The full text of the prepared statement of Mr. Broom follows:) 


STATEMENT oF GeorGeE A. Broom, Forest Propucts Propucer, SLIDELL, LA. 


My name is George A. Broom, and I live in Slidell, La. I thank this com- 
mittee for the opportunity to appear here today as an independent forest prod- 
ucts producer. I have been in this business for the past 12 years, employing from 
7 to 12 men on a year-around basis. My principal business is the production 
of untreated piling and poles, but I do produce and sell logs and pulpwood. 

For your information, I submit, that the forest products business is a varied 
and complex one, in the sense that it is a complete outdoor industry, entailing 
the various weather conditions; each tract of timberland has a different condi- 
tion of production due to location, terrain, road accessability, bridge construc- 
tion, etc., which all have a bearing on the price of stumpage that can be paid to 
the landowner. I do not own any timberland; therefore I must buy my timber 
from timber landowners. These owners of land vary from 1-acre owners to 
several-hundred-acre owners. 

The purchase of this timber is very competitive, the landowner selling to 
the highest bidder or the highest price that he can get from the purchaser. After 
purchasing this timber on a competitive market I cut and market it in the form 
of poles, piling, sawlogs, or pulpwood. I then sell my products to a competitive 
market where I can get the most money for the product. 

In my trade area, I sell to five different companies that purchase piling and 
poles, three different sawmills, and two different pulpwood outlets, selling each 
product where I can make the most profit. In a free economy such as ours, this 
is good business for both the buyer and seller. 
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If there is anything that this committee can do to help the small timber 
operator, it is the reevaluation of our Federal tax structures—excise tax, income 
tax, rubber tax, gas tax, interstate superhighway tax, etc. 

In Louisiana we have a program of progressive reforestation—planting, 
fire protection, education on selective cutting, etc. Therefore we now have ample 
raw products available, and it is getting progressively better. The marketing 
of these products are subjected to free economic trading. That made this country 
of ours great. For the most part the demands for our products are tied in with 
the overall economy of our Nation which has its ups and downs always progres- 
sively better. 

In summary, gentlemen, I have ample resources to draw from and readily 
available markets to sell to. But where I am getting the squeeze from is the 
ever-increasing overhead of my business; cost of equipment, gas, oil, tires, 
labor, and taxes are constantly being increased. 

Thank you for this opportunity to appear before this honorable committee and 
thank you for your time. 

Senator Lone. Mr. Thomas 8. Pinkham, Fort Kent, Maine. 

Mr. Pinkham, I have read your statement, and I suggest that you 
summarize or try to summarize it by being briefer than the statement; 
hit the high points of it very quickly. 


STATEMENT OF THOMAS S. PINKHAM, INDEPENDENT PRODUCER 
OF PULPWOOD AND FOREST PRODUCTS AND SAWMILL OPERATOR, 
FORT KENT, MAINE 


Mr. Pinkuam. My name is Thomas Pinkham of Fort Kent, Maine, 
right up against the Canadian border. 

I am an independent producer of pulpwood and other forest prod- 
ucts. I also operate a small sawmill. 

I have 45 full-time employees. In the logging end of our business, 
our biggest item is pulpwood; however, we also produce long logs, 
veneer logs, cedar crossties, and cedar poles. 

In our mill we saw about 3 million feet of white pine and 2 million 
feet of spruce per year. 

I started in the business when I was 16 years old and have been 
in it 20 years so that I feel that I know the logging business in the 
State of Maine. 

I am also a member of the Northeast Loggers Association. 

This is my first trip to Washington, and I certainly appreciate the 
opportunity to tell you of some of the problems which we have in our 
neck of the woods. 

One of the problems is the decline in veneer log prices over the 
last few years. This, I believe, has been caused by low-price foreign 
imports of finished veneer which drive down all along the line. 

My principal complaint is with the income tax which makes pur- 
chasing new equipment difficult and takes away our operating capital. 

What we need is faster and more liberal depreciation or lower tax 
rates for small business. I feel that we should be able to plow back 
into our businesses a portion of our income without tax. 

Another one of our problems is transportation rates. Situated as 
we are in the northwest part of the country, we do suffer a competitive 
disadvantage because of the distances from markets for most of our 
products. 

The last and by no means the least problem I would like to mention 
is the constant effort made each year in Congress to increase the mini- 
mum wage and to eliminate the seasonal exemption we have in north- 
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ern operations. This is a partial exemption from the overtime pro- 
visions of the wage and hour law. 

Aside from the inflationary result of raising the minimum wage 
which means not only raising the minimum but raising wages all along 
the line, all logging and small sawmill operators in our area will be 
put at a serious disadvantage with our competitors in Canada. 

Aside from these problems our industry in Maine like small busi- 
ness everywhere is caught in the middle between rising wages and 
rising costs of doing business. 

Thank you very much for hearing me. 

Senator Lone. Thank you, sir. 

Well, I believe you will find we gave you a little help this last year. 
We found a few thousand dollars additional tax deductions that you 
can take, and maybe we can find some more next year. 

Mr. Prnxuam. That is lower income taxes; 1s that what you refer 
to, Senator ? 

Senator Lone. Yes, sir. 

Mr. Pryxuam. That is helpful. 

Senator Lone. And what you have in mind is that if Congress can- 
not help you, please do not hurt you ? 

Mr. Pinxuam. That is the idea right there. 

Senator Lone. If it does help, you save some capital and invest it 
back in and not raise your costs, then you think you can go ahead and 
do all right? 

Mr. Pinxuam. That is right. My last problem was the reference 
to the minimum wage law, and what you have in mind, I guess, is to 
increase the minimum wage law and eliminate the seasonal exemption. 

As we know in the northern country, this seasonal exemption is a 
partial exemption from overtime provisions in the wage and hour law, 
and we use this in river driving, sap peeling, and winter hauling. 
And in order to keep prices down for delivery of logs and pulpwood 
this seasonal exemption is of great help. 

Senator Lone. Well, Mr. Pinkham, I had not heard much discus- 
sion about raising the minimum wage. Maybe there is going to be 
an effort right away, but it seems to me you are the fellows that 
brought that subject up. I have not heard about it. 

Mr. Pinxuam. I heard that is what you were working on. Maybe 
I am all wet. 

Senator Lone. Of course, I am not on the committee to consider 
legislation. I have not heard much about it. 

Mr. Pinxuam. As far as I can see, aside from being, as the boys 
from the South have said—bringing on the squeeze—it seems to me 
that we are all in the same boat as far as log lumber is concerned. 
The boys on the west coast are able to give us quite a lot of competi- 
tion no matter where we come from on the east coast. 

Senator Lone. Right. Thank you very much. 

Mr. Prnxuam. If you have any other questions, I will be glad to 
answer. 

Senator Lone. No; I believe we are going to let you get your 
airplane. 

Mr. Pinxuam. Thank you very much. 

Senator Lone. We are going to include Mr. Roark’s prepared state- 
ment in the record, since he had to leave. 
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PREPARED STATEMENT OF H. F. Roark, PIGEON Forer, TENN., ConTRACT LOGGER 
AND SAWMILL OPERATOR FOR VEACH-MAyY-WILSON, INC., ALcoA, TENN. 


It is most gratifying that this committee has taken the time to look into the 
problems of the logger and sawmill operator. The problems confronting the 
majority of us are not of a nature so complex that they cannot be alleviated, to a 
great extent, by a substantial increase in the selling price of lumber, and a 
substantial decrease in the cost of stumpage. I think that the major problem 
facing the industry in the area embracing eastern Tennesse, northern Georgia, 
and western North Carolina, is the high cost of stumpage. There is no need 
for me to insult your intelligence by trying to pass the blame for this situation 
onto somebody other than the lumber industry—the blame for this is ours, and 
whether we like it or not, we are going to have to live with it. 

It goes without saying, that the lumber dealer, whether at the wholesale or 
the retail level, must receive a volume of lumber adequate to supply the needs 
of his customers, if he is to stay in business. There is very little privately 
owned stumpage to be offered for sale in the area mentioned before—certainly 
not more than enough to feed but a small segment of the lumber industry. This 
being true, the industry must look more and more to timber controlled by the 
U.S. Forest Service for its needs. 

The volume of timber being offered for sale, from all sources, is not nearly 
enough to satisfy the hunger of the industry for stumpage. Consequently, this 
hunger has driven the price of stumpage up to the point where there is very little 
profit left for the successful bidder of these sales, and still less profit for the 
logger and sawmill operator. For example, it is not uncommon for a Forest 
Service sale to go at a price 38 or 39 percent over the minimum bid figure fixed 
by the Forest Service. 

I would like to add, in regard to the stumpage situation, that almost every 
lumber dealer, or company, of Whom I am conversant, has gotten into the saw- 
milling business during recent years—either through operating their own mills, 
or by buying timber and operating on a contractual basis. 

As I understand it, these minimum bids are arrived at by estimating the cost 
of cutting and logging the timber; sawing and hauling the lumber to the 
nearest market, allowing for a profit margin of 16 or 17 percent. If I am wrong 
on this point, I won’t mind being corrected. 

It is apparent that the man who sells the finished product can afford to pay 
more for standing timber than the sawmill operator can afford to pay. 

I would like to say at this point, that with all its problems the lumber industry 
is to be commended for holding the line on prices. As evidence of this, I would 
like to quote some price increases on construction materials, from the year 
1947—the year I began sawmilling—to 1957. In percentages, lumber increased 
by 23.3 percent: concrete products, 32.4 percent; gypsum lath, 34.9 percent; 
window glass, 52.6 percent, fiberboard, 51.9 percent; cement, 66.2 percent; 
structural clay, 66.2 percent; and structural steel, 127.8 percent. 

I was advised by a heavy equipment manufacturer that mill prices on steel 
went up 5 percent in 1957 and 5 percent in 1958, for a total of 137.8 percent since 
1947. Lumber, according to the “Wholesale Price Index,” dropped 5.06 percent 
in 1957, advanced 2.92 percent in 1958. 

I will admit that I am prejudiced, but it would seem that lumber is still the 
best buy in homebuilding material, both pricewise and qualitywise. 

I would like to point out at this time, that the increase in steel prices has been 
a major factor in squeezing the profits out of logging and sawmilling, because 
of the fact that almost everything used in the logging and sawmilling business 
is made of steel. As a case in point, in 1947, a 56-inch inserted tooth circular 
saw cost $320. Today that same saw sells for $549. Teeth for this saw sold 
for $6.80 per hundred—today they cost $14.82 per hundred. Also, in 1947, a 
D-4 Caterpillar tractor, equipped with angle dozer and logging winch, sold for 
$8.700—today a D-4, so equipped, carries a $15,300 price tag. 

Labor has also been an important factor in decreasing profits. In 1947, under 
a much lower minimum wage than presently prevails, I could get the manpower 
necessary for my operations, for 50 cents an hour. I presently pay from $1.25 
to $1.75 an hour, depending upon the job, and the man’s ability to handle it. 
I could gripe about this high labor cost in a low-paid industry, but when I go 
to the grocery store and pay the same price for my groceries as do my employees, 
I realize that their take-home pay is little enough. 

I would like to offer a suggestion, if I may, that I believe would be a deterrent 
to further increases in stumpage costs. I would like to make it clear, at the 
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outset of this suggestion, that in my opinion the U.S. Forest Service is, by and 
large, well organized and efficiently run, and I get along splendidly with all of 
the personnel that I have met so far. I would like to suggest that more Govern- 
ment-controlled timber be offered for sale. I believe that if enough timber were 
made available to fulfill the needs of the industry, that this mad scramble for 
stumpage would recede to the point that some of the present stumpage costs 
could be reverted to the logger and the sawmill operator, thus, deemphasizing 
stumpage costs, and reemphasizing production costs, which, I think, is the fore- 
most concern of the logger and the sawmill operator. 

Another approach to this runaway stumpage problem, and I think that it 
warrants our most serious consideration, is the enactment of legislation author- 
izing the U.S. Department of Agriculture to set a minimum operating price on 
all Government-controlled timber offered for sale. 

This price could be determined through a close study of operating costs 
existent in each district of the U.S. Forest Service. The cost of hauling lumber 
could be worked out on a per 1,000 board feet loaded-mile basis. 

The credit problem is another factor with which most small operators are 
seriously concerned. I think that for timber purchases, if an operator is reliable 
and knows his business, he won’t have too much difficulty in obtaining credit at 
a local bank, provided it is a short-term loan. Equipment purchases are some- 
thing else, however. 

Let us consider a 15-mile haul as a minimum, and a 75-mile haul as a maximum, 
and see what we come up with. The shorter haul would, of necessity, warrant 
a higher rate per mile, than the long haul. For example, a 15-mile haul should 
be set at about 32 cents per thousand board feet per loaded mile; a 4,500 board 
feet load would gross $21.60 at this figure. 

While a 75-mile haul, which is about the maximum haul encountered, could 
be given a 16 cents per thousand board feet rate per loaded mile. A 4,500 board 
feet load would gross $55.50; at this figure the distance between 15 and 75 miles 
could be worked out in steps of 5 miles, and the price adjusted accordingly. 

There is still some thought among some people in the logging and sawmilling 
industry, as well as bankers, that the heavy machinery used in our work can be 
paid for in 1 year, or say, a year anda half. This is dangerous thinking. With 
the profit we make at today’s prices, I think 3 years is a more realistic figure. 
Here again, we lose step with the banker, because he is not inclined toward 
making long-term loans. Neither does he like to go along on the SBA bank 
participation loans, as this will contradict his stand on the long-term straight 
bank loans. 

The Federal Government is in a position to render an invaluable service to 
the small operators by broadening the scope of the Small Business Administra- 
tion to provide money for equipment purchases through direct loans. This serv- 
ice, in my opinion, should be confined to competent operators who are already 
in business. The reason I say this is because it isn’t every man who fancies 
himself a logger that can successfully direct a logging operation. Nor is it 
every man who fancies himself a sawmill operator that can manage a sawmill 
with the efficiency required for success. A man must possess considerable skill 
to operate a sawmill successfully, even in prosperous times. It is a proven fact 
that an inexperienced man entering the sawmilling field during times such as 
we are now facing is doomed to almost certain failure. 

I would like to dwell briefly, if I may, upon the subject of price reporting. 

If this would help us in any way at all, Il am forit. But if it is going to cost 
a lot of money to carry out, I am against it. Or, if it is for the benefit of the 
farmer and landowner, I can see no need for it. 

Knowing the farmers and landowners as I do, I think that we are under- 
estimating the intelligence of these people to even suggest that they are not 
aware of the value of the timber owned by them. Word got around years ago 
that timber is worth money—a farmer is just as shrewd in selling his timber 
as he is in selling his cattle. He usually consults every available buyer before 
selling—and I think that I can say without fear of contradiction that in most 
cases he receives the true market value for his timber. Therefore, I cannot 
perceive any justifiable reason for the Federal Government to get involved in 
the price reporting of timber products at this time. 

This concludes my statement. 
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(The operating report referred to by Mr. Roark follows:) 
Exuisir II 
OPERATING REPORT, 1957 


Breakdown of costs incurred in the manufacturing and delivery of 1,076,305 
board feet of lumber from Tennessee Land & Mining Co. timber, Anderson 
County, Tenn., to Alcoa, Tenn., during 1957 


Timber cutting and logging: 
ee Bil Soe es a ha Se) eh aS ee ie $15, 148. 37 
Fuel, motor oil, wire rope, tractor and truck tires, gasoline, parts 
for chain saws, tractor parts and repairs, interest on indebted- 








cas ian saci ede fox ceca hip Uy ak Seren ms cca ec ios Beata oom igs eat ainda aetna 5, 585. 06 
ROGNEOCIATION: OF GQUIpMmOnt. 3o.~ ne eee ete 4, 648. 13 
rk ain ek nec) ida pa ntne em eRns ce 25, 381. 56 
OE eats CRRA TOI i i ares ceca Sen msc meee 23. 58 
eee DeL, Bb Sao Per NOGNRTIE onc cenawcnendeancseusenee 1. 42 


Sawing and handling lumber: 
a a i a a a a ee 8, 147. 59 
Fuel, oil, mill supplies, interest on indebtedness________-_-__-~ 2, 202. 07 
OR Uae AU SON lsh wn incense neediness irc alo 1, 983. 05 





RNR il ee i dls ee oe ae 12, 332. 71 
ROGGE RS CHNURE ING BOI OE sic dn ces bs cnctrmans ecntnndttinanlgicembiseien ened 11. 46 


eG DOING Fee OE Crs oo ieee ewiemcdutaccansserreeiee 3. 54 


Hauling lumber (66-mile haul) : 





BBR ott Jee ak 0 i kd ie a a enh hdomab ae 2, 629. 75 
CARROT OUI TOOEO Olle. | spi ads on rtd antec mde eclgeamaiel 2, 820. 01 
Truck tires and repairs, tags, insurance, finance charges_____-_- 3, 380. 73 
SIRE CCTA HET (OR ROP. ok cei ee imap ewnceie i oueudbictios 2.197. 78 
ais celts cata tees Ged apitiabns cies cont cadanale Gaiedad 11, 028. 27 

Cost DO ENAGSENG OGLE. TOO6 s kicisseicc caine crete cedeitetniee 10, 25 
BME Uae Oe Na ccc ccc ice > Sige ea smsenerncomcen sate lnmaptecadonete . 25 
Tal operating expenses for 100... 5. nck we deee cel 48, 743. 05 
cree: smonn Bal B00 ko ok a ee eine da eS 53, 815. 25 
MND MNMAC MER NS © ONE) OOO Os a cca iad cs a gdp tn Sohn ek Sepa becca ae ca kg oer ein 5, 072. 20 


Senator Lone. Mr. Angus McDonald said he is going to have to go 
early this evening. 

Mr. McDonaxp. Yes, sir. 

Senator Lone. Maybe we can hear you at this time, Mr. McDonald. 

Perhaps you can summarize this a little bit. 

Mr. McDonap. I have a brief statement here, which I hope I will 
be permitted to read, and I might just hit one or two comments on 
what is in here and what has been said. Most of the material which I 
‘alled attention to has been discussed. 

Senator Lone. Right. 


STATEMENT OF ANGUS McDONALD, COORDINATOR, DIVISION OF 
LEGISLATIVE SERVICES, NATIONAL FARMERS UNION, WASH- 
INGTON, D.C. 


Mr. McDonap. Mr. Chairman and members of the committee, as 
a representative of the National Farmers Union, I wish to present our 
point of view in regard to certain conditions in the independent log- 
ging and sawmill industry. Some of our members are concerned with 
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problems in this industry because they operate farms on which stands 
of timber are periodically harvested. According to our information, 
conditions in the industry redound to the disadvantage of the inde- 
pendent businessmen and small businessmen and small farmers who 
undertake to harvest and market relatively small quantities of pulp- 
wood. 

We feel that problems in the industry are deserving of the attention 
by the committee, since the livelihood of about 500,000 farmers, small 
businessmen, and workers are involved. The growing harvesting and 
production of rough timber is largely a small-business operation ; 97 
percent of the sawmills in the industry hire less than 100 employees and 
produce about 55 percent of the timber. According to the 1954 cen- 
sus, the value of rough timber amounts to $2 billion annually. 

Economic standards in the pulpwood industry are lower than in 
oe industries. In 1950, forest workers received on the average of 

2,227 and other workers $3,024, annually. Economic condi tions in 
the marketing of pulpwood are reported to be unsatisfactory. The 
small growers, or small dealers, engaged in the sale of timber are indi- 
viduals with inadequate credit and insufficient means to bargain for a 
good price. In most instances, they must take what is offer red by the 
dealer or broker. Frequently, the ‘buyer advances a limited amount 
of money to those engaged in the harvesting of pulpwood, and conse- 
quently the seller must take whatever price the buyer offers. 

There is no central market or exchange in the eastern part of the 
United States and since no prices are regularly published by any Gov- 
ernment agency or private exchange, the seller must operate more or 
less in the dark. Prices of other products are regularly published 
but for some reason no information is available on the price of pulp- 
wood. 

In this connection, we wish to associate ourselves with a bill intro- 
duced in the last Congress and unanimously passed by the Senate 
which would direct the Secretar y of Agriculture to establish a price 
reporting service for basic forest products. This legislation (S. 840) 
introduced by Senator Humphrey and sponsored by the Chairman 
of this committee and several other Senators, should be introduced 
again and passed by the Congress.* 

Our attention has been called to the fact that the small timber oper- 
ators seem to be cut off from sources of Government credit available 
to other farmers and smal! businessmen. The Federal land banks, 
Farmers Home Administration, and the Small Business Adminis- 
tration, according to our information, will not make loans on stands 
of timber, or on timber harvested and re ady for sale. Consequently, 
the small timber operator must resort to dealers and loans from banks 
which usually require machinery and real estate as security. We 
believe Federal agencies should make loans to small timber operators 
to the end that they will not be completely at the mercy of buyers. 

Our interest in this problem stems partly from the fact that present 
practices are destructive of both soil and future crops of timber. We 
understand that it is a common practice to harvest timber in such a 
way that no small trees are left standing. We call attention to the 





®S, 840, a bill providing for price reporting and research with respect to forest products, 
85th Cong., Ist sess. 
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estimate by the Department of Commerce that newsprint demands 
will increase from 7 million tons to 814 million tons by 1965. 

In looking at the published hearings, our attention was attracted 
to the article by Senator Proxmire (p. 88 of “Hearings Before the 
Select Committee on Small Business, U.S. Senate, 85th Cong., 2d sess., 
on the Problems of the Independent Logging and Sawmill Industry, 
Nov. 13, 1958, Superior, Wis.—pt. 1”). The argument of the Senator 
was for the establishment of a pilo! plant papermill in Wisconsin so 
that the cold soda process for making newsprint out of hardwood can 
be more fully developed, was logical and convincing. While we make 
no claim to technical knowledge in this field, we believe the facts 
developed by the Senator are worthy of consideration by this com- 
mittee and this Congress. We think it significant that according 
to a report of this committee, dated April 7, 1952 (S. Rept. 1404, 82d 
Cong., 2d sess., “Newsprint for Tomorrow”), it was stated that news- 
print shortage had been a perennial problem for many years. Also 
significant 1s that only about half of the lower quality hardwood in 
the United States is harvested at the present time. 

Some consideration should be given ‘ the committee to the prob- 
lem of establishment of marketing, and processing cooperatives for 
the benefit of small farmers and timber dealers. It appears that 
attempts have been made to establish cooperatives, one of which was 
financed by the Farmers Home Administration in 1938. This project 
failed because it was too small, never developing sufficient volume or 
marketing area. Doubtless, cooperatives, if encouraged by the Gov- 
ernment, could be set up over whole States and regions which would 
give an independent timber producer, as well as farmers, price 
protection. 

It is significant that the general level of prices after OPA in 1946 
rose 39.5 but that pulpwood only rose 10 points. I call attention to 
a statement by a witness appearing before this committee (ibid., p. 
99). He said: 

I believe prices are being set by the companies getting together and setting a 
price to suit themselves rather than being competitive. The mills in our area 
have practically the same prices, and you pick out one you hope will treat you 
best on seale. As a producer you can’t find out anything as to their needs or 
prices until they have had one of their meetings. If you were to really dig 
into expense records of some of the company pulp buyers you would find out 
about such a meeting being held some place like in Chicago. 

I call attention to a statement on page 21 of the 1952 report of this 
committee mentioned above (Rept. 1404, Apr. 7, 1952) : 

The general price structure is that established by the major mills which have 
divided the United States into 10 zones, throughout each of which they charge 
uniform prices. * * * 

* * * There have been at least three antitrust cases against American news- 
print producers and distributors based upon combinations in restraint of trade 
and price fixing, each of which has resulted in a plea of nolo contendere or a 
consent decree (“Antitrust Blue Book,’ Nos. 179, 192, 447). In 1947 the Depart- 


ment of Justice instituted a grand-jury investigation, which was later dropped 
because of the difficulties of getting evidence from Canadian companies (A-343). 


Since the Small Business Committee’s report was made there has 
been a thorough investigation of price fixing in the pulpwood in- 
dustry by the Canadian Government. I call attention to this report, 
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authored by the Restrictive Trade Practices Commission, Depart- 
ment of Justice, Ottawa, March 31, 1958, in which it was concluded 
that— 


* * * The arrangements with respect to offering prices for farmers’ pulpwood 
have been in the nature of price-fixing agreements intended to control the prices 
at which farmers’ pulpwood would be bought for mill use. * * * 

* * * One of the principal purposes of the arrangements and practices with 
respect to the purchase of pulpwood was to remove as far as possible the de- 
velopment of competitive price offers for farmers pulpwood on the part of those 
participating in the arrangements. 

Finally I call attention to a report of the Attorney General dated 
May 9, 1958, in which it was concluded that the newsprint industry— 
displays several manifestations that could well indicate the inadequacy or ab- 
sence of true competition among its individual members. Uniform prices, es- 
tablished by a highly developed procedure, reinforced by a zone pricing system 
and facile interchange of intimate statistics of supply, demand, customers, and 
mill performance, give a clear impression of industry solidarity. Long-term 
contracts, many with end-use restrictions not clearly related to normal busi- 
ness requirements, effectively eliminate competition as to large shares of ton- 
nage requirements for long periods. Considering the long record of this in- 
dustry’s readiness to concert of action, coupled with its active unwillingness to 
supply the information based upon which the reality of these apparent factors 
could be fully measured, there can be no feeling of assurance that competition 
regulates this industry’s course (pp. 98, 99). 

We suggest that there may be price-fixing arrangements in the 
pulpwood industry in the United States similar to those which existed 
in Canada. Asa rule when manufacturing of raw commodities be- 
come concentrated in a few hands in this country, prices are admin- 
istered or in other words fixed by common consent by a few large 
companies. Perhaps of significance is the fact that 29 percent of the 

ralue of all shipments of pulpwood in 1954 were handled by 4 com- 
panies, 42 percent by 8 companies, and 61 percent by 20 companies. 
In the paperboard industry, 4 companies accounted for 19 percent of 
the value of shipments, 8 companies for 31 percent and 20 companies 
for 46 percent. In the newsprint of uncoated groundwood paper in- 
dustry, there is even a greater degree of concentration : 4 companies 
controlled 44 percent of the value of the shipments, 8 companies con- 
trolled 64 percent, and 20 controlled 94 percent. 

Perhaps of significance are the profits of the following companies: 

(The tabulation referred to follows :) 


ExurisirT III 


Profits (after taxes) of 5 top paper companies 


[In thousands of dollars] 


acta aia aed 
Net income International | | Crown | Scott paper St. Regis Kimberly- 
paper el Zellerbach | Clark 

onan $$] —— |— ~ | --——— _— $$} —__. 
1952 ™ 1128 | 21, 890 | 10, 707 | 12, 702 11, 306 
— e - 935 | 26, R28 | 11,695 | 16, 157 8. 746 
1954 as 73 190 32. 657 18 820 | 14 930 11. 105 
"aera wrest | 83. 105 | 30,710 | 21 336 | 19 048 | 12, 847 
NE DORE ais ie eee —y 628 50,048 | 22 356 22, 2 21,4618 
1957. Fests 388 | 38 051 21 560 | 21. 125 24, 821 
1957 invested capital 1__.___..._.| 718, 811 382. 556 | 168 453 | 248 222 213 924 
1957 assets. a - srr} ; 850, 056 | 382. 556 314 092 248, 222 | 278. 110 
Profits as percent of invested | | | | ; 

capital 1957_.__._.- 10.9 10.0 12.8 7.5 11.6 


1 “Invested capital’ is capital paid in, plus accumulated surplus, 
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Senator Lone. With respect to the investigation and the report of 
the attorney general, are you talking now about the pulp mills, Mr 
McDonald, the paper manuf: 1cturers and those people ¢ 

Mr. McDonap. Yes, sir; that is correct. 

And I was a little intrigued by this document, which I did not 
have time to go through entirely. 

Senator Lone. You do not think it would be about this sort of 
thing, Mr. McDonald? ‘They keep telling us that these paper manu- 
facturers are, in the main, an international cartel and that they have 
a lot of foreign production beyond the reach of this country. But 
they sell most of that stuff on the domestic market, even though a lot 
of the material is produced in Canada and elsewhere. Some of those 
big international companies have major investments in this country. 
I have never seen any question if you want to pass a law to gain suf- 
ficient jurisdiction you can stop the monopolistic practices. Of 
course that affects this country’s concern. 

Mr. McDonatp. I think Congress does have that power to provide 
any remedies that are lacking in the present laws. 

Senator Lone. It seems to me that our antitrust services—and I 
have in mind the Justice Department more than I do the Federal 
Trade Commission—if they want to really do a job, they ought to 
spend more time going after these big outfits that seem to have no 
real price competition among themselves. They seem to have com- 
plete control over the market shared by just a few companies and have 
very little, if any, price competition. 

I do not see this thing of trying to go out and trying to put some 
little strawberry farmer out of business with about a 2-acre farm 
because he would not agree to cut his neighbor’s price on strawberries 
or buy some fish or try to lease a boat. I tend to call such persons as 
that maritime sharecroppers. They go out and prosecute some little 
fellow like that, who is having no important effect on the market 
whatever, while they turn their backs on these big outfits that are 
oftentimes getting away W ith something, to do ‘something of an 
inconsequent tial nature. 

Mr. McDonaxp. That is right. 

Senator Lone, Thank you very much, and we appreciate your 
coming here today, Mr. McDonald. 

We have one other w itness here, I believe. Mr. George H. Clippert. 

Mr. Srutrs. Mr. Brown is still here, is he not ? 

Mr. Brown. We just have some very brief remarks which we should 
like to make. 

Senator Lone. Very well. 

Mr. Clippert, will you come up, please ? 


STATEMENT OF GEORGE H. CLIPPERT, PRESIDENT, SOUTHERN 
PULPWOOD CO., INC., AND BOARD MEMBER, ARKANSAS WOOD 
PRODUCTS ASSOCIATION, CAMDEN, ARK. 


Mr. Curprert. Mr. Chairman, my name is George Clippert. I 
come from Camden, Ark., where Senator McClellan practiced law 
for some time. 

I thank you for the opportunity to appear before this committee 
as a member of the board of directors of the Arkansas Wood Products 
Association and as president of Southern Pulpwood Co., Inc. The 
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Arkansas Wood Products Association is an organization of over 100 
members, primarily small businessmen engaged in the production of 
timber products from the forests of Arkansas. Its main purpose is 
to study and analyze rte legislation and its effect on the timber 
products industry. ost of the activity of the association is at the 
State and local level. 

As president of Southern Pulpwood Co., I direct the activities of 
a ieiialt corporation engaged in producing, buying, and selling pulp- 
wood, sawlogs, railroad crossties, and occasionally other timber prod- 
ucts such as light poles and piling, fenceposts, or hickory billets for 
handles. These products are sold to various wood-using industries 
in our area for the best price we can get for them. I am also proud 
to be registered tree farmer of the American Tree Farm System. 

At a recent meeting of the Arkansas Wood Products Board in 
Little Rock, we had an interesting discussion of the hearings of this 
committee at Superior, Wis., in November of 1958. It was the opin- 
ion of our group that the independent logging and sawmill industry 
in the Lake States has a few of the problems that the industry has 
in Arkansas and most of the South. However, we agreed that most 
of their problems were local problems that did not affect the South. 

We are blessed with a long timber growing season that enables our 
timber to grow as much as twice as fast as it does in the North. We 
are fortunate in not having many of the logging problems encountered 
in below-freezing operations. Most of the men working in the forests 
of Arkansas enjoy working there and are happy with the freedom of 
this type of outdoor work. Many have tried moving to the “greener 
pastures” of the west coast or the big cities of the North and East and 
have chosen to return to the woods of Arkansas. We have had little 
of the Lake States problem of a surplus of labor in the logging in- 
dustry caused by Mien unemployment in other industries. The 
movement of new industry to the South has helped maintain a stable 
working force. 

We did feel the decline in business activity that was nationwide in 
late 1957 and early 1958, but by the end of 1958, most of the people 
in our industry reported that 1958 was as good as or better than 1957. 

As for the problem of pulpwood being cut and not sold, I know 
of two cases involving about 10 cords being cut and left in the woods 
to rot. Some of this wood was cut on land of questionable owner- 
ship and the remainder was wood cut in lowlands where it could not 
be Seated because of high water. Possibly, the practice of southern 
mills issuing purchase orders for pulpwood to be delivered within 1 
or 2 weeks instead of contracting for wood on a yearly basis has 
avoided much of the waste reported in the Lake States. 

Our lumber manufacturers have much the same lumber marketing 
problems as their competitors in other States, but by further mechani- 
zation from the woods through the mill, and fuller utilization of 
saw logs, they have managed to successfully meet most of the competi- 
tion. The landowner with saw logs to sell today will have no difficulty 
finding a ready market at a price close to the highest it has ever been. 
The man with timber to sell has only to let it be known that he is ready 
to sell to receive competitive bids from a number of buyers competing 
for the available timber. 

Near my hometown of Camden, we have a fine example of 19,000 
acres of land that was acquired as submarginal farmland by the Fed- 
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eral Government during the depression days of the thirties. This land 
has been well managed and has grown into valuable timberland that 
was recently returned to the State of Arkansas to be paid for by the 
sale of the timber. Sales are held on a sealed-bid basis and are open 
to everyone that wants to bid. Several weeks before the bidding, the 
proposed sale is advertised in the local newspapers. A minimum-bid 
price is established for the volume of timber to be sold. From these 
prices determined by the State forestry department, the man with 
timber to sell can easily get a good idea of timber values in the area. 
Anyone who wishes may be placed on the State forestry mailing list 
to receive, free of charge, complete information on future sales. I 
understand that timber sold on the national forests in Arkansas is sold 
on a similar basis. If the timber seller wants further information, 
it is available to him through other State and Federal agencies such as 
extension foresters, county agents, and the Soil Conservation Service. 
There are a number of private foresters who are available to timber 
owncrs to help them market their timber for the highest price on a 
commission basis. 

Many wood-using industries that are entirely dependent on a happy 
and satisfied timberland owner for their future raw materials employ 
full-time foresters to work with that landowner to help him market his 
timber. As with most of the trading that we do in a free economy, a 
good trader—and we have lots of good ones in Arkansas—will have 
little trouble getting a top price for his timber, a price regulated pri- 
marily by the competition of supply and demand. We respectfully 
suggest that any money that the Federal Government might spend to 
establish and maintain a price-reporting program for timber products 
can better be used by our Government as part of the tremendous price 
we must pay to stay in the satellite business in this space age. 

There are many variables in the sale of timber that cannot. be ex- 
plained in a list of timber prices. Each tract of timber is different 
and has to be considered on an individual basis to arrive at the fair 
price for that particular tract. Furthermore, any system of report- 
ing prices of timber products would certainly mean more forms to 
fill out, more records to keep, and more time and expense devoted to 
paperwork which already demands much of what was once our own 
time. Unlike many agricultural commodities that must be sold when 
they are ready for market, a growing stand of timber is like money 
in the bank. If the owner is not forced to sell, he can hold his timber 
until he thinks the price is right with the assurance that it is growing 
all the time. 

In our industry as in any other industry, when a man shows prom- 
ise, when he develops a reputation for being reliable and dependable, 
bankers are willing to help him get into business and grow with his 
community. Our bankers in the South realize fully the value of 
timber as a cash crop replacing much of the cotton and corn farming. 
Often a tract of timberland with a ready market for quick sale at a 
good price is a more liquid asset to a bank than the business or resi- 
dential property they finance. However, there may be something this 
committee can do to help the situation in our national banks wherein 
they are limited to loaning only 40 percent of the appraisal value of 
timber on a tract of land, and in most cases this loan is to be for only 
2 years. There is still much wornout, cutover land in the South that 
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should be growing timber to meet the increasing demand, but the 
bankers are unable to loan money to develop this land because of such 
restrictions. 

As mentioned in the Lake States hearings, one of the most serious 
problems affecting our industry is the problem of inflation. Small 
businessmen in the independent logging and sawmill industry in 
Arkansas are deeply concerned with the ever-increasing cost of stay- 
ing in business to earn a dollar of ever-decreasing value. We urge this 
committee to give this complex problem its most serious considera- 
tion, and we trust that this committee might be able to find some 
solutions to recommend to the Congress. 

I hope that I have been able to give you a clearer understanding of 
our industry in Arkansas, and I thank you for your time and attention. 

Senator Lone. I did some campaigning out in Arkansas some 
years ago, and I do not believe there is any doubt what party I ama 
member of. I find that in the Northwest there are a lot of southerners 
who have migrated up there, I guess, to some of those high wartime 
places, and practic ally all of them got ‘home s: ifely. 

Mr. Cutrrert. That is right, sir. 

Senator Lone. Thank you very much. 

Mr. Cutrrert. Thank you, sir. 

Senator Lone. Mr. Harvey Brown. 

Mr. Brown. Senator, we appreciate your staying and missing 
your luncheon in order for us to get through and catch these ‘prorinee 

We have a few brief remarks, and would appreciate submitting 
some written statements later. 

I am Harvey Brown. 

Senator Lone. Do you have a copy of that prepared statement, sir? 

Mr. Brown. These are some rough notes. I will be glad to pass this 
paper to you or to the reporter. 

t would also like to pass on this statement of Mr. Vaughn, who 
could not make it here. 

Senator Lone. I am going to have his statement printed in the 
record.** 


STATEMENT OF HARVEY R. BROWN, EXECUTIVE SECRETARY, 
GEORGIA FORESTRY ASSOCIATION, ATLANTA, GA., ACCOMPANIED 
BY EDWIN L. DOUGLASS, AUGUSTA HARDWOOD C0., AUGUSTA, 
GA., AND ROBERT H. RUSH, RUSH LUMBER CO., HAWKINSVILLE, 
GA. 


Mr. Brown. I am the executive secretary of the Georgia Forestry 
Assoc viation, which was founded in 1907. Weare an inde :pendent lay- 
man’s organization working for the betterment of forestry within the 
State of Geor gia. 

Our membership i is composed of forest industries, both large and 
small, in lumber, pulpwood, poles and piling, pulp and paper, naval 
stores, box, crate and veneer, furniture, and other miscellaneous wood 
manuf: icturing plants. In addition to forest industries, our member- 
ship includes landowners, banks, equipment manufacturers and sup- 
pliers, and individuals interested i in promoting forestry. 

Georgia’s progress in forestry is nationally rec ognized and I wish I 
had the time to enumerate all of the acc omplishments. 


88 See p. 187 for Mr. Vaughn’s statement. 
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Yes, we have problems in forest industry in Georgia. But we ure 
working on them and we are working on them together; we are work- 
ing on them energetically and with serious determination. Through 
cooperative research efforts of private industry, State, and Federal 
agencies, considerable progress has been made in solving these prob- 
lems. Additional aid for research is needed now to complete exist- 
ing projects and initiate new ones. 

The change from row crop economy to industrial economy in our 
State has created problems. Any change brings problems. 

The pulp and paper industry development in Georgia and the South 
stems from the research of a famous Georgian, Dr. Charles Holmes 
Herty. This industry has created thousands of jobs for labor, and 
income for farmers has been substantially increased by their con- 
venient market for pulpwood from the farm forests. We have over 
250 independent businessmen and pulpwood dealers who have entered 
into the competitive free enterprise. 

There is change in our industry, particularly in our sawmill in- 
dustry. Many of our sawmills, through changeover to integrated 
woods operation, are producing chips for pulp as well as lumber. 
This additional process, while calling for costly machinery, has kept 
many of our sawmills operating in the black. Those less fortunate 
have closed down. The demand for quality lumber products has 
caused many small, portable, rough green sawmills to close down. 
The war boom and postwar demand for any kind of lumber has 
passed. 

Continual operation in the lumber industry in Georgia is de- 
pendent upon production of a quality product and full utilization of 
the entire tree. 

Our veneer industry has been handicapped by large imports of for- 
eign veneers, especially from Japan, which is produced and delivered 
to this country below the cost of American-made veneers. 

Senator Lona. It seems to me that that is the kind of thing we are 
going to have to watch. I have heard people complain about the 
minimum wage. It seems to me that, in the main, if a fellow is an 
eflicient operator he can pay the minimum wage if his competitor has 
to pay it. What we have to watch out for is the foreign producer 
who is paying 15 cents or 20 cents an hour for labor and who has 
equipment as good as ours; even buys our raw material and brings it 
back in here at far below the cost that we can produce it. 

Mr. Brown. That is grossly unfair competition. 

Senator Lone. And people have the idea that our tariffs are too high. 
Well, it all depends. 

Mr. Brown. It depends on what the tariff is on, sir, I think. 

Senator Lone. Yes, it depends on what the tariff is on and what 
the competitive conditions are. The average American tariff on goods 
coming in here is about 10 percent, and that is on things that carry a 
tariff. Now, if you are paying a wage that is about four times as high 
as the other fellow, that 10 percent tariff is no hill for a stepper at 
all; he can just leap right over that thing. 

I think it is factors like that where you really have a right to de- 
mand protection, certainly for a reasonable amount, rather than just 
let some competitor get a big advantage over you and continue to whip 
you. 
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Mr. Brown. We would appreciate it if I could pursue that further. 

Senator Lone. Yes, sir. 

Mr. Brown. Competitive bidding on stumpage has created an in- 
flationary trend and reduced the margin of profit. The lack of avail- 
able stumpage maintains high prices for raw materials. Good quality 
trees will always have a ready market in Georgia. 

We have private enterprise in the field of forest insurance in Georgia. 
Our fine fire protection program of the Georgia Forestry Commission 
has made it easier to secure credit and loans on timberlands in our 
State. 

In summary, I would like to say that forests, as a renewable resource, 
are most vital to the economic, physical, and spiritual security of 
Georgia and the Nation. There is an immediate need for accelerated 
improvement in sound forest practices on both public and private 
lands to meet the future requirements of our people and dependent 
industries. 

Progress in developing and maintaining interest in private forestry 
depends upon a well-informed ownership, appropriate and equitable 
forest tax laws, reasonable financial returns, and general public sup- 
port, rather than upon governmental edict or public regulatory laws, 
price supports or direct subsidies, with the burdens and annoyances 
incident thereto. The development of forestry on private lands should 
be encouraged by sound programs of forest credit and forest insurance 
developed and financed c private nongovernmental sources and*not 
by the Federal Government. 

We thank you for the opportunity of appearing before this com- 
mittee on behalf of independent Georgia forest industry and land- 
owners. 

I have Mr. Douglass and Mr. Rush, who have just a few brief re- 
marks to make, if you please. 

Mr. Doveuass. Sir, my name is Edwin L. Douglass. I am with the 
Augusta Hardwood Co., of Augusta, Ga. 

Senator Lone. Do you have acopy of that statement, sir ? 

Mr. Dovatass. Yes, sir, I do have. 


STATEMENT OF EDWIN L. DOUGLASS, AUGUSTA HARDWOOD CO., 
AUGUSTA, GA. 


Mr. Dovetass. My name is Edwin L. Douglass and I am with the 
Augusta Hardwood Co. in Augusta, Ga. We operate a small band 
mill cutting approximately 25,000 to 30,000 feet a day on a 5-day week. 
We cut pine, hardwood, and cypress. We appreciate very much having 
the opportunity of appearing before this committee, and I understand 
that this hearing has been called to find out what help, if any, can 
be offered by this committee in solving some of our problems. 

As regards to financing, we doubt that any individual or small busi- 
ness in our area, worthy of credit, has had or would have any difficulty 
getting any necessary financial help, within reason, that he might 
need from time to time. The Federal land bank, a large number of 
insurance companies have funds available for timber loans and our 
local banks are most cooperative but are somewhat limited by Govern- 
ment regulations in some instances. 
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We have ample markets in our area for either poles, logs, or pulp- 
wood. During the war and in the postwar period we found many 
veople got into the lumber business who never should have become 
operators. For an example, in a town close to us a local banker and 
undertaker opened up a rather large operation and they had no difli- 
culty on the boom market in moving the product. 

We also had any number of cases where a logger would get someone 
to finance them and then proceeded to become operators. 

During this period the market was good with the Government buy- 
ing most “of the lumber, and these people had no sales problem. Today, 
a large number of these marginal and submarginal producers have 
been eliminated and are being ‘eliminated, now that the gravy is gone, 
because they do not have the ability to operate the business on a 
competitive market. 

There is strong competition in our area between the treating plants 
for what poles and piling are available. 

With reference to the pulpwood producers in our area, we have eight 
pulpmills operating in Georgia and another under construction. Most 
of the wood is bought directly through dealers and we have about 

258 dealers in the State of Georgia who are buying pulpwood for 
the mills in the State, and also for a number of mills located out of 
the State of Georgia. The price these people are paying for pulpwood 
is satisfactory and wood is cut only on order. We have found the 
pulpmills to be most cooperative in helping us meet our problems as 
te production. 

The small portable or pecker wood mills take their lumber to the 
yard paying the most. They keep up with the various mills and they 
all know the best market for their lumber. 

Practically all the timber, whether it be for saw logs or pulpwood, 
is bought by competitive bidding by all types of useis of timber, and 
this assures the seller of getting top prices. 

We feel that a price and market report service would be useless 
at the present time, mainly, because by the time that this information 
could be assembled and published it would be too late for practical 
use. The information we now get from long-established Government 
agencies, such as the Forest Service and the Department of Commerce 
is always 12 to 24 months late. The farmer and landowner in our 
territory makes it his business to find out and know just what all wood 
users are paying, and if he feels that that is not high enough, he lets 
it grow. 

I would like to make several suggestions to this committee for their 
consideration that would give the small businessman in the South 
some help. 

First. Either eliminate entirely or consolidate the yearly reports 
that we are called upon to send to various agencies here in Wash- 
ington. Most of us small operators have very limited office help and 
technical know-how. For some years now in our business we have 
been getting blanks from three or four different departments in Wash- 
ington. These are about 18 inches by 24 and contain 8 to 10 pages 
each. They ask for the same information but each is in a different 
form. These take days to assemble and type, and it would be most 
helpful if these various agencies could combine this information into 
one form to be filled out one time, and then made available to all in- 
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terested departments and bureaus. Most of the information asked for 
has no particular value and is a perfect example of Government red- 
tape. 

Second. Consideration should be given by this committee toward 
helping small industries in obtaining tax relief by enabling them to 
return yearly, funds for the replacing of old and wornout machines 
and installing extra and improved machines. As things stand now, 
we just cannot do it. 

Senator Lone. That first point that you have might be just the case 
of a consolidated function. 

Mr. Dovetass. I think so. 

Senator Lone. Somebody puts in a request and then have some 
central office mail out, once a year, a form wanting to know everything 
about your business. 

Mr. Dovetass. I do not know. I am not in Government, I am in 
business. But just assume these agencies can combine these forms, 
because they are exactly the same thing. It is just a different arrange- 
ment. And there is a law—it says up in the corner you have got to 
fill it out. 

We do not mind making it out. We are glad to cooperate but it 
seems foolish and ridiculous to fill out three or four forms giving the 
same information in different forms. 

Third. Consideration should be given by this committee as to the 
Federal tax now paid on gasoline, diesel fuel oil, and heavy equip- 
ment now used for the building of Federal highways, whereas we use 
the above fuel and equipment for off-highway use in our woods only. 

Senator Lone. As a matter of fact, your recommendation No. 2 is 
very interesting. I think it should be certainly considered. I am on 
the Finance Committee that considers some of these things, and it 
seems to me as though we ought to find a way to make it possible for 
you fellows—not just you, but the average business, particularly the 
small ones—to have a simplified way of paying their tax liability. 

Now, of course, you say “return yearly”—the Government does not 
want to wait the whole year because the Government is $285 billion in 
debt and wants the money where they can lay their hands on it. 

But they could, perhaps, work it out with you by letting you esti- 
mate or assume that your tax liability next year will be the same as it 
is this year or last year and that you pay in 12 equal instalments; if 
you find that your tax liability will be less than it was last year, then 
the whole sum would be sent in and the final return submitted at the 
end of the year; something of that sort, it seems to me, is needed for 
your business. 

Mr. Dovetass. I think what I am referring to, Senator, is the fact 
that we are not allowed to retain earnings sufficient to replace capital 
equipment. 

Senator Lone. Yes. 

Mr. Doveuass. That is the main thought I had in mind. I think 
that has been brought out by some of the other witnesses. 

Senator Lone. We made some headway on that last year. 

Mr. Doveutass. I am just hoping it will be successful and your com- 
mittee can help in that, because it would be helpful. 

Mr. Brown. Senator, with the economic and productive operation 
in a mill, it means the difference between a lot of them staying in busi- 
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ness or folding up. And that extra money could be converted to 
-apital improvement on their own operation and would step up the 
operation in quality production. Now, a quality product will sell. 

Senator Lone. That is right. 

Mr. Doucuass. Now, fourth. This committee could be very helpful 
in the sale of Government timber. The Government owns over 1.5 
million acres in the State of Georgia, and in a great many cases when 
they have offered this timber for sale they have placed a minimum 
price on this timber so high that the logger or lumber manufacturer 

cannot afford to pay the figure. This timber should be sold on a bid 
basis with a reasonable appraisal. We know of many timber offerings 
in which the minimum price was so high that no bids were made and 
no sales resulted. 

Fifth. Limit the importation of foreign woods, particularly Japa- 
nese. How can you expect us to pay high wage scales in this country 
and then have to compete with equal g goods produced by cheap foreign 
labor that is sold here in this country in direct competition to our 
products. 

Sixth. Let us get government out of business and get more business 
into government. The worry and aggravation put into a small busi- 
ness by the high taxes, voluminous and useless reports, rules, and reg- 
ulations of the w age ¢ and hour law are enough to make him want to 
stop trying to do business. 

Thank you. 

Senator Lone. Thank you very much. 

Mr. Brown. Mr. Robert H. Rush. 

Mr. Rusu. I have a very brief statement here. 

Senator Lone. Have you got a copy of the statement for me? 

Mr. Rusu. Yes, sir. 


STATEMENT OF ROBERT H. RUSH, OWNER, RUSH LUMBER CO., 
HAWKINSVILLE, GA. 


Mr. Rusu. My name is Robert H. Rush. I am owner of Rush 
Lumber Co., Hawkinsville, Ga., and immediate past president of the 
Georgia Forestry Association which was organized in 1907 and whose 
membership is made up primarily, of small independent forest indus- 
tries such as pulpwood dealers and loggers, lumber and veneer manu- 
facturers, timberland owners and pulp: and paper mills. 

The problems of the forest products industries in Georgia are too 
many and varied to discuss here, but I will touch upon the most im- 
portant ones, and indicate how these problems are being solved by 
private initiative in cooperation with State and Federal Governments 
and independent of any direct Federal governmental. intervention. 

1. Research to develop more and better uses for all types of species 
of timber. 

2. Research to utilize more of each tree. 

3. Research in genetics to produce superior trees that will both 
grow faster, taller, and straighter and with better quality for the final 
end use. 

4. Research in ways and means to better combat forest fires, and 
bug and insect damage that take a toll each year of growing timber. 

I am very happy to tell this committee that the State of Georgia 
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has established the Georgia Forest Research Council which, working 
with the Georgia F orestry Commission, is making tremendous strides 
in forestry research. In the past, the general opinion was that State 
forestry organizations were too unstable to be entirely trusted with 
long-range programs such as forestry, and that the Federal Govern- 
ment, because of its stability, was the only organization to be relied 
upon. 

The State of Georgia is rapidly changing that attitude. The stand- 
ards of the Georgia Forestry Commission and the Georgia Forest 
Research Council compare favorably in terms of policy, training, 
personnel, equipment, research, and general know-how. Recently the 
National Research Advisory Committee visited Georgia and was lavish 
in its praise of the forestry program in Georgia. 

The Georgia Forest Research Council and the U.S. Forest Service 
are cooperating in developing forest research programs in Georgia. 
In the present program, the Federal Government has contributed 
substantially in 1958. Present indications point to the fact that they 
will channel more of their effort and activity into the existing Georgia 
forest research program. 

May I suggest that this committee support this implementation 
of.existing facilities and programs, rather than considering the estab- 
lishment of anything that would be a duplication. I would like to 
point out that all information and research developed under this 
program is disseminated and is available throughout, not only the 
South but the entire Nation and is in no way to be construed as merely 
rese? rch available within the State of Georgia. 

Certainly I need not point out to this committee what this research 
program will mean to small forest products industries. More and 
better trees will mean more jobs for the small wood and timber pro- 
ducer. As our increasing population will be demanding more and 
more wood products, we will be in a position, through research, to meet 
that demand. 

Another problem of the small operator is the demand of the Federal] 
Government for such extensive reports, many which seem to be un- 
necessary duplication. Social security, withholding tax and employ- 
ment security all call for reports at various intervals. It should be 
understood by this committee that small loggers and wood producers 
usually work right along with their employees, and have very little 
time for more than the bare essentials of record and bookkeeping. 
Anything that this committee could do to simplify, and in some cases 
eliminate, unnecessary bookwork for Government reports, et cetera, 
would certainly help the small operator. This, unfortunately, is one 
thing that the small operator cannot solve himself. 

The last problem that I will mention is the replacement of wornout 
machinery or the purchase of new and modern machinery, since in only 
by doing so can the small operator maintain his competitive position. 
It would be most helpful if the Government would give tax incen- 
tives for investment or reinvestment in machinery and equipment, or 
a faster depreciation under the Federal income tax. 

I do not believe that I would have to point out, Senator, that this 
research program referred to would certainly benefit in many, many 
ways the smal] timberland owners, producers, grocers and what not. 

Senator Lone. Well, along that line—and this is not quite your 
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industry—but I was very much impressed by the fact that the people 
in Hawaii do far more research on their sugarcane than we do m 
Louisiana or anywhere in this country on sugarcane or beets. They 
seem to have a growers’ association and have some applicable system 
worked out where each producer apparently makes some contribu- 
tion—I guess it has to do with the amount of sugar he produces. But 
they have a far more extensive program than we have, and the Gov- 
ernment does not do it all; they just do it for themselves. 

I do not know whether you can do it that way, but sometimes I 
think we carry the Federal Government right down in to the States. 
We seem to enter into some interstate compact that each State would 
make a 10-percent cut or maybe some method, and maybe collect that 
at the pulp mill or some such thing, It is the fair way, and every- 
body could chip into it and get that much more for his money. 

I know you would find folks in Louisiana who would be interested 
in cooperating in such a program. 

Mr. Rusu. There is a lot of redeeming outside cooperatives with the 
forestry commission. As a matter of fact, our company cooperates. 
That is one reason I am familiar with this research program in fur- 
nishing some of the information. 

Senator Lone. Y es, sir. 

Thank you very much. 

Do we have any other witnesses here # 

Mr. Brown. As I understand your statement, we will have until 
the 15th of February to file our statements ¢ 

Senator Lone. Yes, sir. 

Mr. Brown. Again I appreciate your courtesy in affording us the 
opportunity to give our statements. 

Senator Lone. Yes. Thank you very much. They have been very 
informative and valuable statements. 

We will place in the record at this point the prepared statement sub- 
mitted by Mr. Hal W. Vaughn. 

(The statement referred to follows :) 


PREPARED STATEMENT OF HaL W. VAUGHN, PULPWoopD DEALER, ATHENS, GaA., 
CHAIRMAN, PULPWoOD COMMITTEE, GEORGIA FoRESTRY ASSOCIATION, INC. 


I regret that previous commitments prevent my presenting this statement 
in person. 

Georgia is blessed with fine forestry, natural resources, favorable climate, 
sympathetic State administrations and a cooperative general public. This 
makes it possible for many small, independent forest-industry people like myself 
to operate. 

There are 10 pulpmills in our State and 8 additional out of State mills 
which secure pulpwood from Georgia dealers for conversion into pulp and 
finished products. 

There are more than 250 pulpwood dealers, mostly small operators employ- 
ing 5 or less people supplying these mills pine and hardwood pulpwood. The 
pulpwood industry has made great strides in our State and is not plagued with 
many of the problems of other areas of the Nation. 

Additional privately sponsored credit facilities would be helpful on the local 
level in some of our rural areas. Many banks and other sources are cooperating 
as much as the present banking laws permit. 

Price reporting from Federal Government sources is not necessary. Existing 
State and private facilities are doing an adequate job in Georgia. Our dealers 
keep in close touch with prices and keen competition maintains higher prices. 
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Our dealers are independent businessmen with many of us shipping to more 
than one mill. 

Georgia pulpwood dealers do not see any necessity for additional Federal 
agencies being created to help solve our problems. Our problems are such there 
is no reason that they can’t be reconciled through the processes of free enter- 
prise and initiative of independent businessmen. 

AS a small independent operator, I am already burdened by Government 
regulations, reports, taxes, deductions, etc., that require much time and extra 
help. I need less of this in order to conduct my business on a sound basis and 
remain solvent. If I can’t operate at a profit, I am out of business. I do not 
believe it wise for Government to subsidize poor business management and 
operations. Competition, clean and healthy, will of course eliminate some who 
should not be in forest industry. Competition also makes it imperative for me 
to operate to the best of my ability, making use of every opportunity. 

Small forest industry needs to be unemcumbered with redtape and given 
some tax relief in order to be able to expand and prosper. 

The existing private, State and Federal agencies in Georgia are most coop- 
erative in helping me solve my problems. There is no need for duplication. 

Please give free enterprise and independent businessmen an opportunity to 

exist without governmental domination. 


Senator Lone. That will close the hearings for today, subject to 
any information—— 

Mr. Carry. Mr. Chairman, may I ask a question ? 

I am James Carey.® 

I heard testimony on the pay for stumpage and what the men make, 
presumably in the South, on a day. But I never heard what they 
received per cord delivered to the mill. 

Mr. Myers. I think that is available, if I may, Senator, in those 
oublished reports which I submitted, and I think in the State of 
oniiiotn, anyway, you can, get all the mill delivery prices. 

Senator Lone. Would you undertake to get that and furnish it 
for the committee files? 

Mr. Myers. I think you have that, sir.’ 

Senator Lona. That concludes today’s hearings, gentleman. The 
record will remain open to receive any additional statements, to be 
included in the appendix. 

(Whereupon, at 1:35 p.m., the committee adjourned, sine die.) 


® Secretary, Tri-State Pulpwood Cooperative Association, Westernport, Md. 

10 Publications retained in committee files: (1) “Forest Farmer,” manual edition, March 
1958; (2) “Forest Credit in the United States,’ a report of a committee appointed by 
Resources for the Future, Inc.; (3) “Forest Farmer,” January 1959; (4) “Timber Market. 
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APPENDIXES 


APPENDIX I 
OPPORTUNITIES AND PROBLEMS IN UTiILizine Woop Propucts IN THE SOUTHERN 
AND SoutH CENTRAL Forests * 


(By J. A. Hall, Director, Forest Products Laboratory,? Forest Service, U.S. 
Department of Agriculture) 


SUMMARY 


Rebuilding of the South’s pine forests and broader utilization of its hardwood 
stands are essential to the economic health of the region’s forest industries. 
Southern pine lumber markets have suffered because of much low-quality lumber 
cut from small, low-grade trees typical of the understocked, poorly managed 
smaller forest ownerships. Intense competition for stumpage from the rapidly 
expanding pulp industry has resulted in premature heavy cutting. Full stocking, 
better stand management, integrated utilization, and better protection from 
natural enemies, together with genetic research aimed at higher quality growing 
stock, are essential to the redevelopment of southern pine. New products such 
as laminated wood, fiberboards, and particle boards offer promise of utilizing 
small or low-grade timber and mill refuse. 

Hardwoods predominate in many areas, including former pine lands. Cull 
trees exceed one-third of the hardwood growing stock. Improved quality is badly 
needed. Greater use of hardwoods for pulping will result from increased use of 
the semichemical processes. Fiberboards, charcoal, and new chemical processes 
under development can be expected to utilize much hardwood cull timber, per- 
mitting management practices designed to maintain essential supplies of high- 
quality sawtimber for lumber and veneer. 

The title of this paper is supposed to be “Opportunities and Problems in Utiliz- 
ing Wood Products of the Southern and South Central Forests.” That there are 
problems must be clear, or the program chairman would not have suggested that 
title. That there are opportunities must have been his opinion for the same 
reason. 

I don’t like to prophesy, and I would prefer that what I have to say shall not 
be taken as prophecy. All I can do is look at the trends, examine the current 
technical status, and forecast future technical developments. In this business of 
forecasting we get into trouble because future technical developments, while 
sound technically, may not fit into the economic picture. He would be a brash 
man indeed who tried to portray the status of forest products even 20 years 
hence as a result of the furious competition among materials in the United States. 

It has now been over 26 years since I first saw the South with anything re- 
sembling a forester’s eyes. They were not very well-trained eyes, but some of the 
impressions received then and during the next few years are still very sharp and 
persistent. 

The sawmill industry was predominant throughout. There were still many 
big mills, although a lot of them had already cut out and vanished. I remember 
being present when the Great Southern Lumber Co. moved into its last tract of 
virgin pine at Bogalusa. Even then a farsighted management had established 
large, successful pine plantations that were precursors of the greatest industry- 
financed reforestation program in history. 


1§peech delivered before annual convention of Society of American Foresters in Mem- 
phis, Tenn., on Oct. 17, 1956, and reprinted here by permission because of its direct appli- 
cation to the study being made by this committee. 


2 Maintained at Madison, Wis., in cooperation with the University of Wisconsin. 
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A major bone of contention was the amount of damage done to saw logs by 
the turpentining methods then in use. Such modern timber-conserving methods 
as bark chipping and chemical stimulation were not even a gleam in the research- 
ers’ eyes. Gum turpentine was still the major factor in naval stores, and most 
raw gum was processed in fire stills. McGarvey Cline was just getting underway 
with oleoresin, a steam-distilled, cleaned, standarized product. The big stump- 
wood operators were going good, but there was not an ounce of tall oil or sulfate 
turpentine or rosin produced in the South. 

A few of the men I remember are Henry Hardtner, Charley Herty, Harry 
Wilson, Austin Carey, “Cap” Eldridge, H. H. Chapman, the McGowins, and Ernest 
Kurth. There were, of course, a lot of others who saw the great potential pro- 
ductive capacity of the southern pineries and were beginning to talk in terms 
which most of the industry did not quite comprehend. They recognized the 
value of pulpmills to the economy of the region, and believed that an active 
market for pulpwood would give intensive forestry a much-needed shot in the 
arm. But at that time there were only two pulpmills in the entire gulf area; the 
great days of southern kraft paper had not yet dawned. 

Austin Carey had demonstrated the high growth and yield capacity of slash 
pine, and H. H. Chapman was an ardent advocate of intensive management. No- 
body had yet decided the true role of fire in southern forestry. 

Charley Herty was demonstrating that young slash and longleaf pines were 
not so resinous that they could not be used for sulfite pulp. 

Carl Curran, a Forest Products Laboratory associate, driving through the 
South with me, convinced me that newsprint and white papers in the South ought 
to be made from bleached kraft pine pulp and hardwood groundwoods, probably 
from such materials as tupelo, sweetgum, and cottonwood. Both men were right, 
but Curran’s prediction has, I believe, been more accurate with respect to pro- 
duction of white papers. It was perfectly clear even then that a tremendous 
opportunity for well integrated utilization lay ahead in the South and that the 
crying need was for pulp outlets for pine. It was a little hard to foresee the 
enormous expansion of the kraft pulp industry, the decline of the sawmill indus- 
try in a great deal of the South, the very great territorial shrinkage of the naval 
stores industry, and the very large increase in the production of turpentine and 
rosin as byproducts of pulp manufacture. 

At the Laboratory, research was beginning into the relationships of soil mois- 
ture, stand density, growth rates, and the like, to the structure and properties 
of the pine wood produced. Even then it was perfectly clear that much of the 
fast-growing, second-growth pine produced in poorly stocked, unmanaged stands 
was not going to make acceptable lumber. 

In the hardwood field the delta and other bottom land hardwoods were 
still a puzzle or, shall we say, a whole set of puzzles; a complex of many species 
that challenged the silviculturist and opposed new utilization problems with re- 
spect to logging, sawing, seasoning, and machining. With the upland hardwoods 
we were more familiar, but I don’t recall that anybody thought they were too 
much of a utilization problem in those years. We had not yet learned that under 
certain conditions hardwood forests can take over pine lands in the South, and 
I doubt if anyone anticipated the extent to which generally low-value hardwoods 
would invade cut-over pine country and pose the really difficult management- 
utilization problem facing us today. 

Neither did we fully anticipate the magnitude of the effect of repeated high 
grading on the size, quality, and species composition of our predominantly 
hardwood forests, both upland and bottomland. 

There are three major problems, it seems to me, in the general task of achiev- 
ing integrated utilization in the South and South Central States. 

(1) Most important, I believe, is the problem of restoring and maintaining 
adequate quality in southern pine lumber. 

(2) A corollary to (1) is the securing of a proper balance between pulpwood 
and sawtimber production in pine. 

(8) There must be developed mass utilization outlets for low-grade hardwoods 
that will make economically feasible and thus facilitate (a) the reestablishment 
of good pine stands on hardwood-invaded lands best suited to the production of 
pine; and (b) the improvement of the species composition, stocking, quality, 
and productivity of our once fine hardwood forests, both upland and bottomland. 
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QUALITY IN SOUTHERN PINE LUMBER 


I do not expect to win any popularity contest for what I am going to say 
about the quality of present-day southern pine lumber. However, the repeated 
conferences we have had with the engineers of the Southern Pine Association, 
as well as with those in construction and fabrication industries, and with dis- 
gruntled consumers, plus the large amount of work we have done at the lab- 
oratory on the problem, force us to a single conclusion: The quality of southern 
pine lumber has been going down for years, reached bottom during the war 
boom, and is still sufficiently low to injure seriously both the southern pine 
market and that of lumber as a whole. 

I am well aware of the many exceptions—of the fine companies that still grow 
and manufacture excellent lumber. I am also aware of the fine programs car- 
ried on by the Southern Pine Association, your local marketing groups, and 
many individual companies in the fields of forest Management, equipment im- 
provement, quality control, consumer education, and marketing. More power 
to you—you need it all. For your good lumber is still swamped by and too often 
identified with a flood of unseasoned, poorly manufactured, ungraded lumber 
cut largely from small, rough, low-grade trees—trees typical of the understocked, 
poorly managed stands that, unfortunately, predominate on the smaller forest 
ownerships of the South today. Not even the best of manufacturing methods 
and equipment can produce acceptable lumber from such basically poor raw ma- 
terial—wood that might better be channeled to pulp, particle board, or some 
other use for which it is fitted. ; 

Lest some of our western friends feel that the present predicament of southern 
pine is somebody else’s problem, and one that may even operate to their advan- 
tage, let me hasten to call attention to two important facts: (1) Consumer reac- 
tion to poor lumber of any species has an adverse effect on the already shaky 
competitive position of the entire lumber industry, and (2) western mills will 
certainly encounter many of the same lumber quality problems as they become 
more and more dependent on some of their sparsely stocked, second-growth 
stands that haven’t been too well managed from the standpoint of producing 
quality wood in economically feasible rotations. 

One can be lulled into a false sense of security by figures. For example, the 
production of southern pine lumber by 5-year intervals since 1930 has been as 
follows: 


MM MM 
I tied eeratent sre eee I BE oete Soncicrin nnlendacsisegnmeremasinginit 7, 210 
ieee cc Sc ceed wa aged Sy IT i icantarcennerptcnsacsisnepinegneimeratingneth 9, 939 
chat tied Sobicteenininnecoeneajmatennanp eR EB ctetereniininnteretrineontvnpeivatainaseematin 8, 772 


This looks pretty good, but what is the record of the percentage of total lum- 
ber production held by southern pine for the same years? 


Percent Percent 
I eg cee a rth) Te PT OT A ke ee aa et! nt caine ciee chee on 25.6 
ak teste Se eter ct <a aie caoca eects deer eat eaieeoa 26.1 
es ocak hh bas a asga slate ig eon eer ee ee 21.5 


The drop from 1940 to 1955 of over 11 percent seems to me to be very significant, 
since it corresponds to a period of great expansion in pulp capacity. 

A number of factors have contributed to the slump. A rise in pulpwood prices 
has created difficult, sometimes impossible, conditions for procurement of good 
saw logs in spite of considerable trading of logs between pulp mills and sawmills. 
Add to this the fact that a great deal of saw-timber-size material has been made 
into pulp, and a reason for part of the drop is evident. 

I do not know all the reasons back of the heavy pulping of saw logs and the 
resultant loss of this raw material to the lumbermen, but I do know the situation 
exists and is serious. One may assume, without much proof, that some large 
landowning pulp companies have been obtaining as much wood as possible out- 
side their own lands in order to build up their own growing stock—good forestry 
and good business, perhaps, for the pulp company but sometimes rough on saw- 
timber supply and quality. 

Many sawmill men, as a result of this sort of competition for available stump- 
age, are forced to use logs of smaller average size, to be less selective of log 
quality, and to cut more expensive lumber of lower average quality. 
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This intense competition for stumpage also leads to much premature heavy cut- 
ting of good young timber that would otherwise develop into prime saw logs, 
Premature heavy cutting, for saw logs as well as pulpwood, is all too common in 
the South, especially on lands of the small owners who hold the key to the 
region’s future timber supply. 

In many northern and eastern markets southern pine lumber is not even 
stocked today, in spite of the fact that the market needs lumber and will pay for 
good stuff. Advertising and sales promotion alone, important though they may 
be, cannot be depen:'ed upon to recapture and hold lost markets. Such programs 
aren’t likely to ha.e much effect on the homeowner whose house was framed 
with unseasoned, poor quality southern pine, and whose dry walls buckled, ceilings 
cracked, and doors all jammed when he first started his central heating system. 
That man, along with all the other once-burned consumers, is now of the opinion 
that southern pine is unfit to use and should be banned from commerce. These 
people will have to be convinced that good, well-seasoned southern pine lumber 
is an entirely different product—as good as any for house framing and other 
important uses. 

The greatest single need, I repeat, is to improve and maintain the quality of 
southern pine lumber. 

There are many opportunities for progress in this direction, all of which are 
receiving some attention. High on the list should be more positive action to 
channel logs of sawtimber size and quality to the sawmills. It seems to me that 
more trading of logs and stumpage would be of advantage to both the pulp mills 
and the lumbermen, and would result in better use of available raw material. 

The larger, timber-owning forest industries might also look into the advan- 
tages of integrated utilization along lines followed by the Crossett Co., where 
each product of the forest is channeled to the end use for which it is best 
suited. 

The most important opportunity—and the greatest challenge to southern 
foresters—is for increasing the productivity of southern timberlands up to 
their biological potential, so that there will be ample good pine timber for the 
lumbermen as well as the voracious pulp and paper mills and other wood- 
using industries. The South has the land, the species, the climate, and the 
technical knowhow to do the job, and good progress has been made by the larger 
owners and on public lands. 

But the smaller ownerships are still largely understocked and are producing 
much less timber than they should. Moreover, they are growing too much 
wide-ringed, low-density wood that is low in fiber yield, low in mechanical 
strength, high in shrinkage, and has a marked tendency to warp. This is the 
kind of poor quality timber that has given southern pine a black eye in the 
marketplace—a situation that must be corrected. 

In moving in the direction of more intensive forestry, I hope that southern 
timberland owners do not widely follow the short-rotation, single-product type 
of management currently favored by some pulp companies. Such a system may 
be well suited to the peculiar requirements of a pulp company, althongh I 
have some reservations on this score, but it is most certainly not the most 
advantageous or profitable system for forest farmers whose end product is 
stumpage, logs, or some other primary wood product. Moreover, widespread 
practice of pulpwood forestry would have an undesirable effect on all other 
wood-using industries and the whole timber economy of the region, to say 
nothing of the Nation’s future lumber supply. A major trend in this direction 
would be undesirable from any viewpoint. 

I trust, therefore, that southern forestry will move in the direction of full 
stocking on every acre, rotation ages sufficient to yield good-sized saw logs, 
poles, or piling at the harvest cuts, and stand management designed to attain 
the moderate, even rate of diameter growth that produces the maximum of 
high-density, high-quality wood for the final harvest and substantial amounts 
of pulpwood removed in thinnings and intermediate harvest cuts. I believe 
that this kind of forestry, together with better protection from all destructive 
agencies. can achieve the desired production and quality goals, and that it 
will better serve both producers and processors of wood products than a one- 
product forest economy. 

The timber-growing job can be done with better management of existing 
run-of-the-woods growing stock, but it can be accomplished faster and more 
efficiently with the superior trees now being developed by research. At this 
point I want to congratulate the South on its leadership in forest genetics, the 
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progress made in the selection and breeding of better trees, the pioneering of 
commercial-scale seed-production areas and true seed orchards, and its rapidly 
expanding planting program. 

The laboratory, I am happy to say, is active in the genetics field and is 
working closely with the Committee on Southern Forest Tree Improvement 
and other groups in the South. Our main interest, of course, is in selection 
and breeding for superior wood properties, such as high density and low fibril 
slope. Right now, in cooperation with the southern station, we are making 
wood-quality determinations on increment cores taken from some 12,000 pines 
sampled in connection with the forest survey of Mississippi. To date we have 
turned up several trees that are much better than any on record with respect 
to desirable combination of specific gravity and growth rate—and we have 
just scratched the surface in this long-neglected field. 

(Extemporaneous comment to audience at this point: Some of you westerners 
who have been making some rather tall claims about what you are doing in 
forest genetics had better take a look around while you are in the South. Some 
of the work underway at places like the Georgia Forestry Center, the Lake City 
Research Center, and some of the pulp company experimental forests will make 
your eyes pop.) 

Given the kind of forestry and growing stock needed to produce optimum yields 
of pulp and saw timber from the same acre, there remains the problem of getting 
saw logs to well-equipped sawmills. The problem of the small, itinerant, or 
“peckerwood” mill is perennial in the South. Subject to no organized inspection 
or control, it continues to furnish low-quality, mismanufactured lumber to a 
disorganized market. There are some indications that the higher minimum 
wage may operate in the direction of eliminating many of these mills. While 
one may wish sentimentally for their survival, a hard look at the welfare of the 
lumber industry dictates otherwise. 

Other opportunities in the utilization field that will favor a better balance 
between pulpwood and saw logs and lead to a healthier timber economy include 
increased use of hardwood timber and sawmill residues by the wood-hungry 
pulp and paper industry. Substantial advances in either field would lessen the 
pressure on softwood growing stock. 

The last few years have seen the installation of debarkers and chippers in 
practically all of the larger sawmills and in many of the medium-size mills. 
As a result, chips from this source reaching southern pulp mills increased to 
374,132 cord equivalents in 1955, as compared to a mere trickle a decade ago. 
Progress has been good, but there remains a vast volume of chippable residues 
that are now largely wasted at the medium and small sawmills and innumerable 
other wood-processing plants. The key to this as yet untapped supply of raw 
material appears to be an efficient, portable, relatively inexpensive debarker 
that will handle slabs and edgings at the smaller mills or local concentration 
yards for such coarse sawmill waste. 

Progress has also been made in using more hardwood timber in pulp and paper 
manufacture, with consumption up to 2.53 million cords in 1955, an increase of 
17.5 percent over the previous year. But hardwoods account for only 14 percent 
of the total pulpwood produced in the South, so we still have a long way to go 
in utilizing surplus hardwoods. 

A wide technological background has been developed at the Laboratory on 
the pulping of hardwoods. In fact, we have been criticized at times for spend- 
ing so much time on this problem. We do not yet have all the answers and 
need to do more research in this field, particularly for certain specific uses, but 
[ can also say on good authority that there are no really insurmountable tech- 
nical obstacles to greater use of hardwoods by the pulp and paper industry. In 
other words, it isn’t entirely lack of technical know-how that is holding up 
more rapid progress. 

One reason, I believe, is that the pulp and paper industry, despite its relative 
youth, vigor, and progressive attitude, isn’t entirely free of some of the inertia 
and resistance to change that afflicts the older and more tradition-bound lumber 
industry. This was evidenced by the initial resistance of operating personnel to 
chips from sawmill residues, which have since proved as good or better than 
chips from round wood; and it shows up today as a rear-guard action against 
the inevitable trend toward use of hardwoods. 

Another deterrent is the substantial cost of converting equipment and processes 
to handle hardwoods, especially at some of the older mills. From one stand- 
point, maybe the overcutting of pine in some mill procurement areas is a blessing 
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in disguise. It may hasten the day when production, and certainly any expan- 
sion of capacity, will have to be based largely on hardwoods. In the long pull, 
this will tend to lessen the pressure on the pine-growing stock. 

To sum up, the national requirements for softwood lumber make very neces- 
sary the rebuilding of the southern pine lumber industry, in both quality and 
quantity. The necessary rebuilding will have to be accomplished while an in- 
creasing demand for pulpwood is being met. Available information and con- 
tinued progress in putting it to work give grounds for optimistic belief that 
the job will be done, and that there will be good wood in sufficient quantity for 
both pulp mills and sawmills from the same lands. 

Before we leave the subject of softwoods, just a little about other utilization 
channels will be in order. First, lamination: Modern high-speed machinery, 
glues, and methods make possible the fabrication of many useful products from 
small odds and ends of otherwise good lumber resulting from the manufactur- 
ing process. This is good, close utilization. There still persists in some quar- 
ters, however, the idea that the lamination process offers an excellent means 
of profitable use of inferior lumber. In this connection it should be emphasized 
that material for laminating successfully cannot be much lower in grade than 
ordinary lumber for the same uses. By no process that we know can lumber 
that in its ordinary state is mechanically weak or subject to warping be lami- 
nated into products that will not inherit these same properties. In general, 
lamination is most useful for the fabrication, from good boards, of material 
in sizes and shapes that are difficult or impossible to cut from logs of normal 
size—large trusses, arches, ship keels, and the like. Here we have an oppor- 
tunity to recapture some of the markets lost to steel and other metals. We 
can look forward to a steady growth in the laminating industry. 

Now a word about fiberboards, both those of the insulating type and the 
familiar pressed hard fiberwoods. These materials continue to increase in 
volume and can and do take mill waste, woods waste, and, in many cases, 
round wood of pulp or even saw-log size. They are gradually approaching 
good standards and predictable properties for the uses for which they are 
adapted. Doubtless their production will continue to expand and fill an im- 
portant place, especially in the recovery of leftover materials. From the utili- 
zation standpoint, and in the interest of improving the quality of southern pine 
lumber, most of the small, low-quality logs now going to the sawmills probably 
ought to be channeled to either the pulp mills or the fiberboard industry. 

It should be mentioned that, generally speaking, comparatively large capital 
investments are required for the manufacture of fiberboards by most of the 
conventional wet felting processes. Our figures show that the lower limits of 
investments for these mills are around $1 million. Such investments appear 
low when compared to the capital needed for a pulp and paper mill, but are 
large in comparison to price tickets on lumber production plants. 

The particle boards, which are dry-formed of particles of varying shapes 
and sizes held together by some type of resin bond, are increasingly important. 
Unfortunately, at the present time there is lack of standardization and, gen- 
erally, a lack of realization that such boards do not adequately take the place 
of lumber items in many fields for which their use is sometimes recommended. 
This is probably a natural situation in such a young industry, and great strides 
are being made toward remedying these troubles. 

At the level of our present knowledge, I foresee no miracles emerging from 
the particle-board field. By this I mean that the products hitherto examined, 
while perfectly satisfactory for many uses, do not develop the oriented strength 
properties required in housing construction, where loads, bearing strength, and 
the like, are criteria for judging suitability. They do, however, have many 
broad fields of adaptability, but their use must be kept in line with the water 
and heat resistance of their binder. 

There are two or three primary considerations that ought to be mentioned. 
First, the size and shape of the particles used in manufacture have a great deal 
to do with determining the amount of resin required and the final properties of 
the board. The smaller the particles, the more resin required. We have ex- 
perimentally developed, from particles of certain shapes, boards that approach 
the properties of plywood. When such boards are made with a weatherproof 
resin, they should find wider applicability, provided their cost is sufficiently low. 
Therein, we believe, lies the greatest avenue of potential progress in this field, 
namely, the formulation of adhesives for outside use at much lower cost than 


those now available. 
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It is too often the case that the possessors of small aggregations of capital 
are falsely persuaded that great profits can arise from the simple putting to- 
gether of sawdust and a resin of low moisture and heat resistance, and thereby 
embark on a production program without adequate market knowledge. Un- 
fortunately, some of these enterprises will not make the grade, and the whole 
particle board industry may suffer temporarily as a result. 

In the long run, however, particle boards that are properly made and sold 
for the uses for which they are suited will enjoy an increasing market. They 
are a welcome addition to the growing list of wood-using industries that thrive 
on scraps and leftovers, and thereby help relieve the pressure on the softwood 
growing stock. 

HARDWOODS 


Since we are meeting in the hardwood capital of the world, where hardwoods 
are king and pine forestry a dirty word, it is appropriate, if not mandatory, to 
consider the hardwoods. 

Essentially the hardwood situation in the most of the South, as well as in 
other important hardwood regions, is characterized by poor quality of growing 
stock and under utilization. I assume you are all aware that about half of the 
total area and net volume in southern forests are hardwoods, that the volume 
of hardwood cull trees exceeds one-third of the total hardwood growing stock, 
and that growth of hardwoods is far greater than the harvest. 

Hardwood utilization for most of the conventional products that have been 
made from hardwoods—lumber and veneer—has led to what is pretty largely a 
high-grading operation, with the resultant accumulation of a heavy overburden 
of low-grade trees and unwanted species left over from previous cutting. The 
core of this management-utilization problem is the development of uses and 
mass markets for hardwoods that are less choosy of quality and species and 
that will: (1) facilitate the removal of the present heavy concentration of poor 
stuff, the first step in rebuilding the growing stock and restoring the productivity 
of our once fine hardwood forests; and (2) permit the removal, without heavy 
capital investment, of the scrub hardwoods that have invaded lands best suited 
to pine. 

To quote one of your own aathorities, hardwood forestry in the South is about 
25 years behind pine, both in silvicultural knowledge and its application on a 
wide scale. That fact, together with the complexity of hardwood management, 
is at least partly responsible for the present unsatisfactory condition of our 
hardwood forests. 

Improvement in the quality of the wood produced on predominantly hard- 
wood sites would soon bring growth and harvest into better balance. I don’t 
see any indication of a slump in the demand for good hardwood lumber and 
veneer that is produced in quantity at a reasonable price. Production has 
been rather steady at around four billion feet for the last 10 years, and there 
is no reason to anticipate any major changes in the demand for good hardwood 
lumber and veneer. 

The problem, therefore, is to find outlets for the surplus of poor material 
so that we can move toward better forestry and improved quality in our 
hardwood forests. We have no panacea to offer yet to aid in the solution of 
this problem. However, in the long view, I believe we can see a great deal of 
encouragement, including possible mass utilization that will do for hardwoods 
what kraft pulp did for pine. 

Before we explore potential mass markets, let us consider some of the other 
markets for low-grade hardwoods. High on this list is charcoal. Once in a 
while, in fact quite often, somebody gets the idea that this whole problem 
could be and ought to be solved by the production of charcoal. Now, charcoal 
is about the best woods-scavenging industry we have ever had. It can make 
a satisfactory product out of about any variety or quality of hardwood that 
grows. You all know what happened to the old charcoal industry, but develop- 
ments in recent years have been along entirely different lines from those that 
characterized that old industry—comparative small units with no byproduct 
recovery and requiring comparatively small capital investments. As | ng as 
they are not too abundant they are doing well. Last year there was an overall 
conversion to charcoal of somewhere around 1 million cords of hardwood, 
mostly cull and down timber and slab waste. 

About 60 percent of the total production of charcoal is in the form of lump 
and briquettes for the domestic fuel market. How much of it goes for backyard 
barbecues is anbody’s guess, but the proportion is heavy. The other 40 percent 
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is consumed chiefly in chemical and metallurgical markets. There is little 
question that if the present rate of growth in these markets continues there 
will be a steady increase in charcoal production. But even then, the total 
consumption foreseeable for the next few years of perhaps a million cords 
will still only take one-half billion feet of timber, a very small contribution 
to the overall utilization job. 

At the laboratory we have been learning how to cut veneer from hardwood 
species and grades not previously used for this purpose. We have also had 
some success in upgrading low-quality hardwood lumber with paper plastic 
overlays that mask defects, improve stability, and provide a good painting 
surface. Further developments in these products will be helpful but, like 
charcoal, will make only a dent in our stockpile of low-quality hardwoods. 

Now a few words about the possibilities of fiberboard manufacture. The 
largest manufacturer of hardboards is now using hardwoods, including hickory, 
as a principal source of raw material. In effect, this is a raw pulp product. 
There is no particular reason why we should look for other than a steady 
growth in production as hardboard requirements continue to expand. 

With respect to particle board the situation is not quite as promising. The 
cheapest wood and, all things considered, the most satisfactory for these processes 
is softwood mill waste. Technically there are no reasons why satisfactory par- 
ticle board cannot be made from the hardwoods, but for particle boards in gen- 
eral the species with higher specific gravity are less desirable than those of lower 
density. There are, of course, some hardwoods with low or intermediate den- 
sities that can be satisfactorily used. The reason for the undesirability of high- 
density woods is that it takes more pressure to make the bond, and the resultant 
board is usually at least 20 percent higher in specific gravity than the species of 
wood used. With a dense species like ouk, for example, the end product may 
be too heavy for core stock, or other uses, and the added shipping costs may put 
such a board in a poor competitive position. These matters do not preclude 
the use of hardwoods for both fiberboards and particle boards where competitive 
conditions permit. 

One of the most promising fields for hardwood utilization lies in the general 
wood pulp field. As pointed out earlier, the South consumed approximately 
2.53 million cords of hardwoods for pulp in 1955. The percentage of the hard- 
wood pulp component in southern pulp production may be expected to increase 
with expansion of the industry and as certain new processes achieve wider use. 

The oldest method of pulping hardwoods, the kraft process, produced a little 
over 600,000 tons of pulp from hardwoods in the South in 1955. The newest 
process, the semichemical, produced 628,000 tons, most of which represents a 
spectacular growth since the war. The applicability of the semichemical proc- 
esses, which are capable of producing high-yield pulps from hardwoods, is quite 
broad, All indications are that much expansion of hardwood consumption by 
these processes capable of taking woods-run hardwoods and converting them 
into useful pulps of wide applicability are being developed. Therefore, I believe 
we can look with assurance toward a large expansion of consumption of hard- 
woods by the pulp industry in the South. 

This expansion will not for a long time solve the utilization problems except 
locally, because I think it can be confidently predicted that these pulping indus- 
tries will prefer the soft hardwoods, such as the gums, poplars, and cotton- 
woods; but there are enough indications of very large expansions of pulp ca- 
pacity that will depend upon oaks and other heavier species to warrant an 
optimistic look into the future. 

We are quite proud of the contribution of forest products research in these 
fields. The semichemical industry began with a modest plant at Knoxville 
operating with extracted chestnut about 30 years ago. Present-day processes 
are much more highly developed and much more broadly applicable, both in 
woods processed and products produced, than those early attempts. 

Most of you can recall various efforts to found a chemical industry upon wood. 
Rarely have these met with success. In times of national emergency, production 
of chemical goods from wood has paid out, but these ventures have usually suc- 
cumbed with the arrival of peace. It is true that there are now several plants 
using spent sulfite liquor for the production of ethyl alcohol and yeast, but this is 
an example of a byproduct of a major industry, namely, wood pulp. Similiary, 
tall oil recovery from southern kraft plants is prospering as a byproduct of a 
major industry. 
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Some years ago we took a very hard look at the possibilities of founding suc- 
cessful chemical processes based on wood, not from the point of view of single 
product production but from that of an integrated chemical industry. We 
came to the conclusion that there are strong possibilities of accomplishing 
this desirable end, especially if we aim at several products. The objective is, 
of course, the creation of an industry capable of converting the heterogeneous 
woods-run of hardwoods into chemicals at a profit. I will not burden you with 
technical details, but since the war we have been doing everything we can to 
lay a firm technical basis in this field. For example, we are for the first time in 
possession of the basic data on rates of wood hydrolysis under a range of con- 
ditions broad enough so that we can design a conversion plant that will work un- 
der optimum conditions. 

Hardwoods contain more pentosans than softwoods. Furfural is made from 
pentosans. The demand for furfural is large and increasing. We believe in our 
new process the pentosan fraction ought to be separated first from the rest of 
the wood and processed separately. That is being done, and again the basic en- 
gineering data needed to design such a conversion plant are being obtained. 

Next, we want to be able to separate the cellulose fraction and convert it into 
not just one chemical but several, so that production can be shifted as necessary 
to meet the demands of the chemical market. The hasic information on the re- 
actions leading to these conversions is being obtained as rapidly as can be done. 

We shall, we hope, have a lignin fraction with properties that will make it 
valuable. Older processes degraded this material to the point where it was not a 
satisfactory producer of useful chemicals. We believe that the types of processes 
we are now developing will give us a real flow of chemical goods from this source 
to supplement other products and bear a part of the total processing cost. 

There in a very rough thumbnail sketch is what we see in the future. 
I don’t know when. Our boys tell me it may be 10 years before we shall be 
through the final pilot-plant stage in the development of such a process. That 
seems like a long time, but there is a lot of work to do and the rewards, if we 
are successful, will be great. For the first time we shall have a satisfactory 
process that can take all of the material from the forest and convert it at a 
profit into commercial chemical goods. Obviously, that tool, if and when it is 
developed, will have to be used as a proper supplement to the processing of 
hardwood lumber, hardwood plywood, and hardwood pulp. Properly used, it 
can be of tremendous benefit to southern forests. Like any other utilization 
tool, including hardwood pulp, if it is improperly used there will be trouble. 

Utilization tools are sharp tools and powerful ones, and they must be properly 
directed. When they get out of hand we have overcutting and unbalanced cutting. 
But those matters are the responsibility of the foresters. It looks to me as if, 
in most of the South, the organized forest industries pretty well understand that. 

I don't know whether I have done very well in pointing out to you the solu- 
tions to the problems of southern forestry or not. That there are opportunities 
in utilization is clear. Our task is largely one of embracing those opportunities 
in such a manner as to move in the direction of solving our problems. 


APPENDIX 2 


STATEMENT OF ALBERT H. EVANS, JR., PRESIDENT, THE CHocTAW BANK OF BUTLER, 
BUTLER (CHOCTAW COUNTY), ALA. 


My name is Albert H. Evans, Jr. For the past 20 years, except for time out 
for World War II, I have been a loan officer of The Choctaw Bank of Butler. 
Since 1952 I have been president and chief executive officer. I feel that I am 
in a unique position to give testimony for these reasons: 

1. My father, who died in 1941, was a stockholder and general office manager 
for a large lumber company for 30 years. This company operated sawmills in 
Louisiana and Alabama and I was born and reared in a company-owned saw- 
mill town. Our family, being a part of the management, naturally discussed 
the problems and pleasures of sawmilling. I grew up in the industry and have 
financed it for 20 years. 

2. In 1933 I received a B.S. degree in commerce and business administration 
from the University of Alabama, majoring in accounting and statistics. Before 
entering banking, I worked with a surveying and timber estimating crew for 2 
years and was bookkeeper for a retail lumberyard for 3 years. 
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3. We are the only bank in Choctaw County. Our county comprises 596,000 
‘acres and 87 percent of the land area is classified as commercial forests. Ala- 
bama ranks third in the Nation in the production of forest products and Choctaw 
currently ranks as the fifth county in Alabama. Choctaw County has 20,000 
people and I know most of them by their first names. Ninety-eight percent of 
the people carrying bank accounts do business at my bank and I number the 
greater part of these people as close personal friends. They discuss their prob- 
lems and their ambitions with me. They keep me posted daily on prices and 
practices in the industry. Timber people exchange information freely and if a 
sawmiller or pulpwood dealer raises his prices everyone in the county knows 
about it before nightfall. 

4. During my lifetime I have witnessed a complete revolution in the lumber 
and logging industry in southwest Alabama. My county is typical of the timber 
counties of the Southeast that extend from Virginia through east Texas. Weare 
in an amazingly fast growing area and in 1953, for the first time in history, the 
U.S. Forest Service report showed that we were growing more timber than we 
were cutting. The small woodlot owner and the large landowner have done an 
outstanding job of good forest management. As a youngster, I saw standing 
sawtimber sell for $1.50 per thousand. The same timber today is selling for 
better than $40 per thousand. In the 1920's there were no roads in this area 
and it was necessary for the sawmills to build and maintain expensive railroads 
which required a large amount of capital. There were no small operators in 
the business at that time. Beginning in 1934 the main roads in my county 
were hard surfaced and the advent of better trucks allowed the sawmills to 
pay more for stumpage as they could then abandon the company-owned rail- 
roads. I believe the good roads and heavier trucks have been the primary 
reason for the increased price of sawtimber and pulpwood. They have also 
made it possible for a large number of small operators to enter into and remain 
in this business. 

5. In the case of pulpwood, in the late twenties and early thirties I saw pulp- 
wood sell for 25 cents per cord delivered on the banks of the Tombigbee River 
or at the railroad. The price of this wood has steadily increased to where it is 
now bringing from $5 to $6 per cord to the landowner, depending on terrain and 
logging conditions. Many species, that were once unsalable, are now being used 
by pulpmills. 

At the beginning of my testimony I will say that in my opinion sawmill people 
are among the most optimistic and honest people in America. In the business 
of lending money we see all sides of a person and I have found a vast majority of 
sawmill people to be worthy of considerable trust. There is a saying in timber 
country that “If you want to borrow money you must have sawdust on your hat.” 
Almost every day we make loans to those in the forest industry, ranging from 
power saws to sawmills, gang saws, power units, and dry kilns, and on standing 
timber, and on several occasions we have participated with the Small Business 
Administration in making capital loans to these people. There have been no 
large mills in my county since 1936 and all of our mills employ less than 150 
people each. Many of these are small portable mills employing less than 30. 
It is my opinion that the most pressing problems of the industry today are as 
follows: 

1. Rail freight rates——For years railroad freight rates have been discrimina- 
tory against the lumber shippers of the Southeast. These rates are advantageous 
to the west coast lumber people and west coast woods have captured a large seg- 
ment of the middlewestern market which for two generations belonged to the 
southeastern producers. About a year ago an attempt was made to ease this situa- 
tion in that the southern industry was given a reduced freight rate where they 
shipped a minimum of 60,000 pounds in a car. In practice this has not proven to 
be an advantage because the retail lumber yards, for various reasons, includ- 
ing high taxes, have not been able to accumulate capital and many of them 
cannot buy 60,000 pounds of lumber at one time. This has meant that there are 
very few orders for the 60,000 pound minimum, so in effect the old high freight 
rates still exist. 

2. Truck delivery.—The average producer in my area is currently shipping 90 
percent or more of his production by trucks. Until very recently the producer 
was able to use contract haulers for the delivery of lumber within a 300-mile 
radius. It has always been legal for a producer to haul his own lumber on his 
own truck, but my lumber friends are now telling me that the Interstate Com- 
merce Commission, at the encouragement of competing carriers, are strictly en- 
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forcing certain regulations that are beginning to put the contract haulers out of 
business. I am told that to qualify as a common carrier a trucker must pay a 
total of better than $5,000 for the necessary licenses and permits. In some of 
the consuming areas such as Pensacola, Fla., and New Orleans, the truckers are 
being stopped on the highway and when they cannot produce evidence that they 
own the truck and the cargo they are required to post a $200 cash bond, which is 
forfeited as the truckers cannot go back to the city for trial 2 weeks later. This 
has amounted to a system of fines and many of the contract haulers are going 
out of business. To stay competitive the sawmiller is being forced to buy large 
trucks and trailers which cost on an average of $12,000. High taxes have also 
kept our sawmill friends from accumulating any capital and this added invest- 
ment is causing them to go deeper into debt. 

3. Fived charges.—The only component of cost over which the producer has 
any control is the price he pays for timber. His machinery and replacement 
parts, his logging equipment, his gasoline, and his labor cost are fixed by others 
and he has no control over the price of his finished product. When his machinery 
is obsolete or worn out his depreciation reserve is not sufficient to cover replace- 
ment costs. A raise in the minimum wage would work an extreme hardship on 
all of our producers. 

4. Proposed elimination of 12-man logging crew exemption.—Information has 
reached the industry that efforts will be made to change the wage and hour laws 
whereby the reporting of hours will apply to a logging crew of 12 men or less. 
In 1948 the Congress, being aware of the special problems of a small logging 
crew, fixed an exemption for them. These timber cutters usually work in pairs 
and because the woods are thick and visibility is about zero the employer is not 
required to report the hours worked by each of these men because there is no 
way for him to know how many hours they worked. A large number of small 
crews work on piece rate and are mostly independent contractors. Some of 
them make all they want in 6 hours per day while others might work 8 or 9 
hours to produce the same income. The small crew more or less manages itself 
and they like the freedom attached to their work. To keep an accurate record 
of time actually worked by these people would require a third man for each 2-man 
crew and the labor cost would be prohibitive. It seems to me that this exemp- 
dion is needed more today than it was in 1948 and it is my opinion that if this 
exemption is eliminated it will put hundreds of small independent operators out 
of business. 

5. High taxes and Government controls.—The progressive income tax is rapidly 
eliminating the great middle class of Americans. It has always been my belief 
that this middle class American is the finest person on earth and that his existence 
in large numbers in our country was always our best asset. I am 45 years old and 
the business and professional men of my generation, while they might handle 
considerable money in a year, are not able to accumulate any capital. The prac- 
tice of saving a little of one’s income has always been sound and by investing 
these savings wisely our forefathers were able to accumulate something for their 
retirement years. Businesses, too, should be allowed to retain more of their net 
earnings for expansion and for rainy days. It is almost impossible for them to 
do so under today’s tax laws. The keeping of various records for the benefit of 
several State and Federal agencies has required the forest products industry to 
hire more and better office personnel. This has added greatly to the cost of doing 
business. Instead of having additional reports required by Government, such as 
price reporting on forest products, as advocated by some, I think the Government 
should reduce to a minimum the number of reports already required in order to 
benefit all industry. 

I realize that it is difficult to make any statement that is entirely true in all 
circumstances. Especially is this true in extending credit to timber people or 
any other group. The philosophy of our institution is that we cannot eat our 
cake and have it, too. That is to say, we are serving an area whose economy is 
supported 95 percent or better by the forest industry, so we naturally extend 
credit to these people. We have always tried to make a loan instead of turning 
it down. Of course there are people who have no regard for their credit and 
these are the ones who cause us most of our trouble. About 2 percent of our 
borrowing customers take up about 90 percent of our time and it is that class of 
customers that no lender wants to serve. There are entire counties in Alabama 
whose economy is based on cattle or peanuts or hogs and in these counties I am 
told that bankers are afraid of sawmill people. The opposite would be true in a 
timber county as we make very few livestock or row-crop loans. In my opinion 
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there is ample credit available for the timber people where they are operating in 
a timber area. There would be fringe areas where this would not necessarily 
be true. 

To sum up my testimony in a few words, I will say that there is nothing badly 
wrong with the small sawmill and logging operator that substantial tax relief 
would not cure. To put on more Government controls and price reporting would 
only add to the miseries of these good people. 


APPENDIX 3 
STATEMENT OF WALTER W. BLACK, MANAGER, CUSTER LUMRER Co., CUSTER, S. DAK. 


FEBRUARY 5, 1959. 
Hon. JoHN J. SPARKMAN, 
Chairman, Select Committee on Small Business, 
Senate Office Building, Washington, D.C. 

Dear Srr: We understand that your committee will hold hearings on proposed 
legislation providing for forest product price reporting by the Federal Govern- 
ment. Further we have been advised that the committee will accept statements 
from western operators until February 15. 

According to our sources the following programs have been recommended : 

1. Forest product price reporting by the Federal Government. 

2. Federal forest insurance. 

3. Federal forest credit. 

4. Group marketing for small sawmill operators. 

5. The already enacted legislation providing for timber set asides for 
small operators. 

First let me say that this company is a small operator. Our annual produc- 
tion is about 8 million board feet. As a small operator we now experience 
all the Government intervention and reports we can stand. We are now 
required to pay employees to make reports to the Forest Service, Department 
of Labor, Census Bureau, Internal Revenue Department, State employment 
security department, State sales tax division, and several others. If any more 
Government reports, such as the proposed price reporting, are added our 
expenses will be further increased for a purpose which will serve no useful end. 

Through any of the various lumber and lumber manufacturers associations, 
any operator, large or small, may secure market price reports which are accurate, 
current, and reliable. In our own case we receive weekly reports from Western 
Pine Association as a part of the service they offer for very nominal dues. 
These are available to nonmembers of the association for very reasonable 
amounts. In addition we subscribe to a price reporting service which issues 
semimonthly authoritative reports for a total cost of $60 per year. A federally 
operated service could not begin to compete with this cost. 

Firsthand experience with a Department of Labor report on work injuries 
has taught us that such reports supposedly compiled as an aid to industry reach 
us in time to serve only as ancient history. <A similar report on work injuries 
received through our association is much more detailed, is accurate, and is 
timely. I would wager that the association report is compiled for an insignifi- 
eant fraction of the cost of the Department of Labor report. 

Any price reporting by the Government would most certainly be extremely 
costly as compared to excellent information now available from private sources. 
Chances are very good that the information would not be current. Undoubtedly 
it would be an inferior duplication or repetition of reports now available from 
private sources at a very nominal cost. 

Not knowing what is contemplated on forest insurance or forest credit I 
hesitate to say much. I assume it may be proposed to help owners of private 
forest lands obtain insurance and credit when needed. The subject has been 
bandied about considerably in the past. I am certainly not in favor of the 
Government assuming a potential obligation which private sources are wary of. 

Group marketing for small sawmill operators is most certainly a problem for 
the Government to stay out of. If cooperatives are the answer to any group of 
sawmill operators’ problems then it is certainly up to the operators to form such 
a cooperative. How can legislation or any Government intervention be of any 
possible help? The operators are now free to form a cooperative or corporation 
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if such a step will help. Let’s leave them free to do so. Certainly we do 
not want a federally operated marketing group. That sounds too much like 
“collective farms’ which everyone abhors in Russia. I don’t believe trans- 
planting the idea will make the operation any more pleasing. 

As for the legislation covering timber set-asides for small operators, no one in 
this area has been able to see the necessity and there can be no possible benefit 
to anyone here. The Forest Service supervisors we have had have always offered 
timber sales in a variety of sizes and with such frequency that no operator, large 
or small, should be distressed in any way. This has been accomplished because 
local operators and forest officials have been able to sit down and discuss mutual 
problems and solve them at the local level without much interference from a 
distant bureau or vaguely interpreted legislation in Washington. 

Less, rather than more, Federal legislation and intervention is the answer to the 
small business problems if such problems cannot be solved by the businessman 
himself. Many of us are still able to solve most problems if we are free to do so. 
Certainly none of the recommended programs present problems of such magnitude 
that legislation is called for. Federal legislation can never replace local in- 
genuity and resourcefulness. Please leave some place where it can be practiced. 

Respectfully yours, 
Custer LUMBER Co., 
WALTER W. BLack, Manager. 





APPENDIX 4 
STATEMENT OF LuTHER O. GrirFITH, GrirFITH LUMBER Co., HUNTINGTON, W. VA. 


February 5, 1959. 
Hon. JoHN SPARKMAN, 
Chairman, Senate Committee on Small Business, 
Senate Office Building, Washington, D.C. 


Dear SENATOR SPARKMAN : I should like the following to be a part of the record 
of the hearing before your Committee on Problems of Independent Forest Prod- 
ucts Industries. 

By way of identification, I represent a small family partnership operating 
small circle mills, only, in the State of West Virginia. We are dependent for our 
timber supply on small woodlots ranging from 100 to 1,000 acres and we use the 
consulting forestry firm of Tillinghast & Reed, of Danville, W. Va., in our cruis- 
ing, purchasing, and planning of operations. 

You have asked what the committee could do to help small business, and what 
the Government is doing that hurts small business. I would like to answer the 
last question first. 

The Government hurts small business by requiring so much paperwork on the 
part of their office staffs in the various reports which must be made. The Govern- 
ment also hurts directly, but mainly indirectly, by the operation of the Reciprocal 
Trade Agreements Act. It would seem that the object of this act is to reduce us 
to the economic level of foreign nations, to which this act applies. Likewise, the 
Government should put the big labor unions under the same laws which apply to 
business folks. In fact, I am one small businessman who believes that we should 
receive no preference whatever in any way by reason of the fact that we are 
small. I refer specifically to preferential treatment in buying Government 
timber. I feel that the Founding Fathers did not mean for this country to be 
divided into classes, either economic or otherwise. I, therefore, do not favor 
preferential tax treatment either, and loans made by SBA simply operate to 
keep marginal firms in business in competition with those who are properly 
financed. 

Answering the first part of your question, the very best thing the committee 
could do would be to recommend that no further preferential legislation be passed 
for small business and especially no price reporting or subsidies of any kind. I 
would like to see subsidies of all kinds abolished. I believe that a drastic reduc- 
tion in the size of our Government is essential not only for the welfare of small 
business but of the country as a whole. 

Yours very truly, 
LUTHER QO. GRIFFITH. 
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APPENDIX 5 


LETTER FrRoM GEORGE A. CRAIG, SECRETARY-MANAGER, WESTERN LUMBER MANVU- 
FACTURERS, INC., SAN FRANCISCO, CALIF., WITH ACCOMPANYING REPRINTS FROM 
THE JOURNAL OF FORESTRY 

FEBRUARY 5, 1959. 

Hon. JoHN J. SPARKMAN, 

Chairman, Select Committee on Small Business, 

Senate Office Building, 

Washington, D.C. 

DEAR SENATOR SPARKMAN: We have learned of your committee’s forest prod- 
ucts meeting in Washington, D.C., and understand that you are accepting written 
testimony from westerners until February 15. 

Since the scope of your study is not clear to us on the basis of the scanty in- 
formation that we have, we wish first to request that we be placed on your mail- 
ing list for forestry and forest products matters. This will permit us to make 
greater contribution in the future. 

It is our understanding that forest product price reporting by the Federal 
Government is one matter that concerns you. As a point of information we are 
sending enclosed two reprints from the Journal of Forestry relative to the 
practicability of price reporting of standing timber in California. They are 
“Is Price Reporting for Standing Timber Feasible?’ (Journal of Forestry 56: 
393-398. 1958) and “Forest Service Stumpage Prices—What Do They Mean?’ 
(Journal of Forestry 56: 856-857. 1958). We hope that you find them of value. 

Sincerely, 
WESTERN LUMBER MANUFACTURERS, INC. 
GEORGE A. CRAIG, 
Secretary-Manager. 


[Reprinted from the Journal of Forestry, vol. 56, No. 6, June 1958] 
Is Price REPORTING FOR STANDING TIMBER FEASIBLE? 


By John Zivnuska and Ann Shideler, School of Forestry, University of 
California, Berkeley 


Senate biil 840 was introduced on January 25, 1957, by Senator Hubert Hum- 
phrey for himself and five other Members of the Senate to provide for “price 
reporting and research with respect to forest products” (9). Although parallel 
bills had been introduced in the 84th Congress and were also introduced later 
in the 1st session of the 85th Congress, this particular bill became the focal point 
for a growing debate concerning price reporting in forestry. The proposed legis- 
lation, if passed, would have authorized and directed the Secretary of Agricul- 
ture “to establish a price reporting service for basic forest products, including 
but not limited to standing timber and cut forest products such as sawlogs and 
pulpwood.” The bill was referred to committee and on April 4, 1957, was ad- 
versely reported on by the Department of Agriculture. No final action was 
taken before the close of the urst session of the Congress. 

Clearly the issue has not yet been resolved and further action in this direction 
“an be anticipated. Such legislative activity manifests the steadily mounting 
interest in price reporting for timber and timber products which has also been 
reflected in professional discussions. For example, Guttenberg (4) and Stoddard 
(7) have strongly advocated the establishment of such price reporting, while 
more recently Shaw* (5) has argued against such a service and the American 
Forestry Association has editorially opposed Senator Humphrey’s bill (1). 

As is frequently the case in the arena of public policy formulation, the dis- 
cussions both pro and con have involved a confusing mixture of two questions 
which, although interrelated, deserve separate consideration: (1) Is price 
reporting for standing timber desirable? (2) In price reporting for standing 
timber feasible? 

The first of these questions involves political and ideological as well as eco- 
nomic and technical criteria, and thus is of general public concern. The 
second, in contrast, is limited to the area of professional competence of foresters, 
in which the analysis of the issues involved becomes their particular responsibility. 


1 Also published as Shaw, A. C., “Price Reporting of Forest Products—An Approach 
to a Controlled Economy.” Proceedings, Society of American Foresters Meeting, Syracuse, 
N.Y., 1957, pp. 89-91. 
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This paper is intended as a contribution to such a separate analysis of feasi- 
bility, free of any implications as to whether or not timber price reporting would 
be desirable if feasible. The discussion is limited to standing timber, since price 
reporting for standing timber differs greatly from price reporting for cut products 
in terms of the issues involved in the question of feasibility. In addition, the 
discussion is primarily directed to conditions in the western part of the United 
States. 

WHAT CONSTITUTES A “FEASIBLE”? PROGRAM ? 


In general, a proposed public program is considered “feasible” only if its 
stated objective can be attained at a cost which the public is willing to assume. 
Senate bill 840 had as its stated objective the establishment of a service designed 
“to provide farmers and other owners of small forest properties with current 
information on markets and prices and to aid them in more efficiently and profit- 
ably marketing forest products” (9). While this particular objective has com- 
monly been stressed, it has also been argued that such price reporting would be 
helpful to timber buyers and would enable needed economic analyses. For 
present purposes, then, the objective of price reporting for standing timber can 
be stated in more general terms as being the development and publishing of price 
data which are free of bias and sufficiently definite to be useful in making eco- 
nomic decisions concerning specific forest properties. If a program could be 
devised which would provide such data at a reasonable cost, that program 
would be a “feasible” one. 

Initially this discussion will ignore cost consideration and center on other 
problems involved in providing the desired data. Simply in terms of the kind 
of data required, a price reporting program must satisfy at least two major 
criteria : 

1. There must be a low variance of prices around the mean price reported 
for any given commodity. Unless this range of variation around the reported 
price is narrow, any attempt to apply the data in making decisions for speciltic 
properties may be badly misleading. This problem is particularly acute for 
standing timber, and much of the following discussion is devoted to it. 

2. The reported prices must be based either on complete enumeration or on a 
sampling method which will provide relatively precise and unbiased estimates of 
average price. This appears self-evident, but the problems involved merit later 
discussion. 

COMMODITY CLASSES FOR STANDING TIMBER 


Stands of timber are aggregations of particular numbers, species, sizes, and 
qualities of trees growing under specific topographic, soil, and climatie con- 
ditions and having unique locations relative to roads, mills, and market centers. 
A heterogeneity of standing timber prices is an inevitable and appropriate eco- 
nomic expression of this heterogeneity of characteristics. In order to reduce 
the variation in prices around the mean price to acceptable levels, it is necessary 
to reduce the heterogeneity by determining prices for particular commodity 
classes of standing timber which tend to be uniform in price-determining char- 
acteristics. 

This problem of establishing commodity classes for price reporting is not 
peculiar to standing timber, but it takes a form not ordinarily encountered in 
agricultural price reporting. For example, the grain crop is also extremely 
heterogeneous, and an average price for the entire category, or even for each 
species in the category, would have little utility. However, in this case a further 
classification serving to reduce price variability around the reported average 
prices is based on easily identifiable factors such as variety and quality grades. 
This is readily accomplished by making use of the grading system which is an 
established part of the marketing structure. In contrast, the market has not 
established any recognized and comprehensive system of classification for stand- 
ing timber and the problem remains to be solved in the development of a feasible 
price reporting program. 

As is true of all commodities, the price of standing timber depends upon the 
aggregate supply and aggregate demand for timber of particular species and 
qualities and, in the case of individual sales, upon the relative knowledge and 
strength of buyer and seller. In addition, within any given general market 
situation the price of timber on a particular tract will be affected by the costs 
of development, logging, milling, and transportation as well as by the acceptable 
profit margin pertaining to the circumstances of that tract. Thus the price- 
determining commodity characteristics include not only species composition and 
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tree or log grades, but also such factors as accessibility, type of logging chance, 
stand density, required road construction, and efficiency of logging and milling 
processes. Any satisfactory price reporting system must involve a selection of 
pertinent characteristics of this kind as a first step in defining relatively uniform 
commodity classes within the category of “standing timber.” (A related prob- 
lem of classifying the prices themselves in terms oz methods of estimating or 
scaling, volume, period of payment, responsibility for taxes, and similar char- 
acteristics will be noted later.) 

In developing the commodity classification system, two types of problems 
must be faced concerning the factors tentatively selected for use in the classifica- 
tion: (1) How are these factors related to price? Is the apparent relationship 
significant? (2) Are sufficient factors included or have important factors been 
omitted ? 

Regression analysis provides an appropriate starting point in studying these 
problems. The regression coefficients serve as statistical indicators of the ap- 
parent relationships of the factors to price, while tests of significance show 
whether or not the relationship has been demonstrated at a satisfactory level 
of probability. The coefficient of determination, which measures the proportion 
of the total variance associated with the factors tested, indicates the ade- 
quacy of the factors tested in “explaining” the observed variation in prices. 


PREVIOUS ANALYSES 


Four previous studies (2, 3, 6, 12) of the determinants of timber prices which 
have employed regression analysis are summarized in table 1. Both the study 
of Cruikshank and Anderson (2) and that of Guttenberg (3) were intended to 
develop data which would be useful in the establishment of a price reporting 
system. It is on the basis of these analyses that Guttenberg has stated that 
“recent studies have shown that it is possible not only to identify the price 
determinants in a given area but also to evaluate the degree of their 
influence” (4). 

It is important to note that three of these four studies (with Steer’s work 
being the exception) are based on data extending over a period of time. From 
the standpoint of evaluating the possible effectiveness of a particular commodity 
classification system, this is unfortunate. Determination of the adequacy of 
particular factors in explaining price variation in a given market is confounded 
by the presence of relationships which are effective over time. Thus regression 
analysis of prices over a period of time can provide answers to the questions 
of the relationship of the factors to the prices, but it cannot provide any indica- 
tion as to whether or not sufficient factors have been included or important 
factors omitted. 

In this connection it must be recognized that total price variation over time 
is a composite of the effects of: (1) Variability in the commodity itself; (2) 
Differing market structures; (3) Changes in supply and demand over time. 

To define uniform timber commodity classes that will remain stable during 
shifts in supply or demand, only factors of the first kind are relevant, assuming 
a given market structure. 

In other words, analysis over time can indicate what percent of the total 
variance is explained by all the factors included in the analysis, but cannot show 
what part of the variation due to the commodity itself is explained by those 
timber. characteristics included in the analysis. Explanation of total price var- 
iability over time by factors such as “lumber price” or “value of residential 
building in year of sale” is of interest, but it is not pertinent to the question of 
the feasibility of price reporting. Variation due to differing market structure or 
to changes in supply or demand over time must be eliminated by the selection 
of data representing a given market structure and a given point in time before 
regression analysis can provide a test of the effectiveness of a possible com- 
modity classification. Unfortunately, there appears to be a shortage of such 
“cross sectional” price data for standing timber. 
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TABLE 1.—Previous studies of stumpage price determinants 





Author | Steer (6) Wilson (12) Cruikshank and Guttenberg (3)! 








Anderson (2) 

Type of sale_..... “Stumpage’— Sugar pine—Stanis- | Pine sawtimber— Pine sawtimber— 
private sales in laus and Eldo- marked private national forest 
western Wash- rado National sales in South Sales in Missis- 
ington. Forest, Calif. Carolina. sippi, Louisiana, 

and ‘Texas. 

Period ofgaies....} 1929..............- January 1943-De- 1948-54._..... .------| July 1953-March 

cember 1951. 1955. 
Number of sales__| 123.........-...... ii, 4653.23 5415.44 Rist ib anntisnhic sign Gas 
Factors tested...) 1. Log haul in 1, Volume of sugar 1. Average volum 1. Sale volume, 
miles. pine on sale. per tree. 
2. Pine cut per acre. 
2. Area of the | 2. Volume of in- 2. Average volume | 3. Hardwood ratio. 
sale. ferior species. per tree. 4. Number of bids. 
3. Density of 3. Volume of pon- 3. Total volume__...| 5. Average volume 
stand in board derosa pine on 4. Area of sale. ....- per tree. 
feet per acre. sale. 6. Tree volume per 
4. Percentage of 4. Area of Sale. ....-.. unit basal area. 
inferior species. | 5. Value of residen- 7. Wholesale lumber 
tial building in price for month 
| California in prior to sale. 
| year of sale. 8. Wholesale Jum- 
6. Log haul in ber price 2 
| truck miles. months prior to 
7. Lumber haul in | sale. 
truck miles. | 
| 8. Number of years 
allowed to com- 
plete cut. 

Significant fac No tests of sig- § and 7..... visatedt TD ntgttinicancmas 1, 2, 3, 4, 6, and 7. 

tors. nificance. 

Coefficient of ONG ssissend. eee OM s cccccselesis- Zone 1—0.31........- 0.47, 

determination, Zone 2—0.23. 





Zone 3—0.16. 





1 Second part of study, based on results of earlier analysis, referred to here. 


Of the four studies summarized in table 1, only the work of Steer was based 
on cross-sectional data. It must be added that, on the basis of the study indi- 
eated in table 1 and nine supplemental studies, Steer came to the essentially 
negative conclusion that “stumpage prices are not influenced by physical con- 
ditions, such as the accessibility, the density, the composition of the timber, and 
the size of the area sold, to as great an extent as they are by economic and other 
conditions and factors which cannot be statistically measured” (6). 


NATIONAL FOREST TIMBER SALES IN CALIFORNIA 


In view of these observations, it seemed appropriate to initiate a further 
study using cross-sectional data rather than data extending over a period of 
years. In California, the quarterly summaries of U.S. Forest Service timber 
sales (11) represent the most complete price information available for any 
one ownership type. In fact, these summaries can be considered as an estab- 
lished price reporting system for national forest timber. The tabulated details 
of the sale descriptions included in the reports are presumably selected as 
pertinent indicators of the nature of the transactions. 

The use of price data from a single public agency eliminates the sources of 
heterogeneity in prices resulting from variations in sellers’ practices. All the 
Forest Service sales considered represent the prices obtained by an informed 
seller under no compulsion to sell and involve the use of a standard highly detailed 
printed contract, a specified standard scaling procedure, standardized terms 
of payment, and standardized conditions as to various responsibilities and 
liabilities. This is in sharp contrast with conditions encountered in the private 
sector. Here the basis of sale ranges from a complete absence of volume deter- 
mination in “lump sum” sales through such crudities as “buyer’s cruise” to log 
scaling and mill tally bases. Within scaled sales, differences in log rules lead 
to such well-recognized differences in volume that Cruikshank and Anderson 
(2) found it necessary to publish three separate price tables corresponding 
to the three log rules used. 
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More subtle but equally important differences result from the great variation 
to be found in scaling practices. Current studies in Mendocino County, Calif., 
indicate that the use of “long log” rather than “short log” practices in applying 
the Scribner rule can decrease the volume by amounts ranging up to 30 percent 
for individual logs. Moreover, changes in the attitude of the scaler toward 
defect deductions can result in substantial changes in net scale which in reality 
represent an indirect price adjustment to changing market conditions. 

To these must be added the widest variations in types of verbal and written 
contracts, length of cutting rights, terms of payment, responsibility for taxes, 
liability for losses, and all other factors related to the full description of the 
price. It seems evident, therefore, that the development of commodity classes 
for private sales of standing timber will involve numerous sources of price 
variation in addition to those encountered on public sales; it is thus a more 
complex problem. 

In view of this uniformity of market structure on the seller’s side and con- 
sistency in basis of price quotations, the Forest Service data should represent 
a comparatively favorable situation for the development of commodity classes 
for timber. The problem to be solved is that of developing commodity classes 
that will serve to reduce the variance around the mean price to a level such 
that the resulting reported prices can be used as a direct guide to economic 
decisions on specific properties. In its simplest form, the question can be asked, 
“Can a classification system be developed which will reduce the variation around 
the average price for each class to such a degree that these average prices can 
Serve as a guide to price in other public timber sales?” 

The analysis was based on ponderosa pine prices reported for national forest 
timber sales in California in 1956. Of the 108 sale descriptions published in 
that year, 4 were of sales which received no bids, 27 were of salvage sales, 9 
did not include volume figures for ponderosa pine, and 3 varied from the general 
pattern of descriptions by giving log haul in railroad miles instead of truck 
miles. The analysis was limited to the remaining 65 sales. 

The unweighted average price of ponderosa pine in these 65 sales was $30.68 
per thousand board feet and the standard deviation was $10.54, giving a coeffi- 
cient of variation of 34.3 percent. Although definitive data on this point could 
not be obtained, the information available to the writers indicates that this 
is a much higher coefficient of variation than is ordinarily found in agricultural 
price reporting. The distribution of prices was approximately normal, with 
41 of the 65 reported prices falling within the range $20.14 to $41.22 and 6% 
of the prices falling within the range $9.60 to $51.76. In effect, one could look 
at any proposed national forest timber sale in California in 1956 and say: 
“There are about two chances out of three that the price of ponderosa pine on 
this sale will fall between $20 an $41.” It seems obvious that price variation 
of this degree must be sharply reduced before any such price reporting would 
be very helpful to either seller or buyer. 

Multiple regression techniques were used to analyze the relationships be 
tween these ponderosa pine stumpage prices and five factors either given di- 
rectly in the sales descriptions or easily derived from them. The five independ- 
ent variables used were volume of ponderosa pine included in the sale, percent 
of total volume in ponderosa pine, volume of timber per acre of sale area, log 
haul in truck miles, and lumber haul in truck miles. 

The results of this statistical analysis are summarized in table 2. At the 5 
percent probability level, only the length of lumber haul in truck miles was 
found to be significantly related to price. The only a priori explanation that 
can be suggested for this somewhat surprising relationship is based on the 
assumption that conditions surrounding lumber hauling are fairly uniform in 
the State, leading toward uniform costs per mile in lumber hauling. In con- 
trast, log hauling is more affected by conditions peculiar to individual opera- 
tions, leading to much greater variation. Much the same may be true of the 
other variables tested, with the result that they are less closely related to price 
than length of lumber haul. Nevertheless, this relationship between price and 
lumber haul might be dismissed as simply a statistically produced aberration 
if the same variable had not been found to be the only timber commodity 
characteristic associated with sugar pine stumpage prices in Wilson’s study in 
1953 (12). In any case, the multiple coefficient of determination of .26 indicates 
that use of the five factors tested in the development of commodity classes 
would have little effect in reducing heterogeneity of prices for a price reporting 
system. 
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TABLE 2.—Analysis of Ponderosa pine stumpage prices from national forest 
timber in California during 1956 
tect ELLE i — z Ss a5 


All sales Competitive Noncom- 








sales petitive sales 
Re eS ee eames heres 65 | 35 30 
DET OIO0 LEONE ona conn eenctliaetectsasse pas $30. 68 $36. 10 $24. 35 
Standard GSvistion. . on 25 sno oe co enone denote st incu $10. 54 $9. 18 $8. 24 
COMTASIENE O08 WOTIIIONR 6.5 oo am nistetaciecane~~udaees cena 344 —. 254 . 338 
Significant factor...............-.----- oy aes. Se aed (1) 1 None 
Repression CoeiMcieet . - . 6.5.5. oc ion ccs cud stent ene : Sada —. 085 ste SE tiiins dye avssentai call 
Coefficient of determination (adj.)..........-------- I. --| 259 19] anbhonaeaenns 





1 Lumber haul. 


A further analysis was made in which the sales were divided into competitive 
and noncompetitive groups. Competitive sales were arbitrarily defined as those 
in which the difference between appraised and bid price was greater than 25 
cents per thousand board feet. Under this definition there were 30 noncompeti- 
tive sales and 35 competitive. Regression analysis of prices in each of these 
two groups was carried out separaiely, using as independent variables the total 
volume of the sale, the percent of total volume in ponderosa pine and sugar 
pine, the volume of timber per acre of sale area, log haul in truck miles, and 
lumber haul in truck miles. 

The results of these analyses are also summarized in table 2. In the case of 
the competitive sales, once again only the length of lumber haul was found 
to have a significant relationship to price at the 5 percent level. The multiple 
coefficient of determination was a discouragingly low 0.19. The analysis of the 
noncompetitive sales indicated no significant relationship of price with any of 
the variables tested. 

Although the factors tested are prominent among those usually mentioned as 
affecting stumpage prices, it is conceivable that factors could be found which 
would collectively be much more effective as a means of reducing variability in 
price supports. The appraised costs of road construction and other develop- 
mental work and the distribution of volume by log grades are examples of other 
factors which might be tested for association with price. However, data con- 
cerning these factors are not now readily available, and their collection and 
quantitative expression appear to involve more difficulties than is the case for 
the published factors. 

This analysis indicates that even the relatively full information published in 
the national forest sales summaries for California does not provide an adequate 
basis for a commodity classification in which the classes would have substan- 
tially less variation around their average prices than is encountered around 
the simple average of all the sales prices for a given species. More generally, 
analysis of this comparatively simple case has failed to produce a promising 
approach to the more complex problem of commodity classification involved in 
private sales of standing timber. 

It may well be that the difficulties which appear to be involved are at least in 
part peculiar to the western part of the United States. Basically, any sale of 
standing timber involves certain factors which are unique to the stand and 
others which are common to many sales. In much of the West, with its moun- 
tainous terrain, a wide range of tree sizes and qualities, and complex stand 
structures, the unique characteristics appear to rank high relative to the common 
characteristics. Thus heterogeneity of prices is large and not easily reduced. 
In other regions of the United States with simpler topography and more uniform 
conditions, price heterogeneity should tend to be less and might be more suscep- 
tible to reduction through commodity classification. 


THE QUESTION OF PRECISION AND FREEDOM FROM BIAS 


Assuming that the problem of defining satisfactory commodity classes with 
reduced price variability were to be solved, the further problems associated with 
obtaining desirable estimates of average prices for those classes would remain. 
This involves the properties of statistical precision and freedom from bias men- 
tioned earlier as the second of two major criteria which data for a feasible 
price-reporting system must meet. In this connection it is worth considering 
some of the proposed reporting sources, particularly with respect to the question 
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of bias. This problem involves the possibility that an unintended selectivity 
of sources in samplying may result in a failure of the sample to be representative 
of the designated population. Other noncompensating errors in data collection 
may also contribute to bias. 

As a basis for its parity calculations, the U.S. Department of Agriculture 
assembles both monthly and annual statistics on prices received by farmers. 
In this program the overwhelming majority of reporters is composed of farm 
product buyers who provide their services on a voluntary basis. They are 
sent mail questionnaires which request their estimates of the average prices 
which they believe to prevail in their localities, not specific transaction prices. A 
similar voluntary reporting system has been suggested, and actually employed to 
a limited extent, for forest products, although here actual transaction prices have 
more commonly been requested. Such a sample must necessarily be of a se 
lective nature. In addition, if it is recognized that buyers are being asked to 
report prices for a purpose which they might well consider as contrary to their 
immediate interests, the possibility of substantial bias is apparent. Todd and 
Zirkle (8) indicate a further problem in that prices reported by buyers may 
be consistently in excess of actual sale prices in cases where payments are 
based on rough estimates of total volume and these estimates run lower than 
the actual cut. 

Sellers of stumpage, or some combination of sellers and buyers, might be 
proposed as alternative reporters. However, the same factors which have pre- 
vented the Department of Agriculture using farmers as a primary reporting 
source are present here. In general, the seller is involved in sales only in- 
frequently and is not well informed concerning prices of other sales. Unless 
compulsory reports were to be required of all sellers at time of sale, repre- 
sentative sellers’ reports could not be expected for all price populations involved. 
It must also be remembered that sellers are not always eager for full disclosure 
of prices, particularly when they hold substantial remaining timber subject to 
assessment for property taxation. 

Foresters who are engaged in marketing timber have sometimes been sug- 
gested as the best source of transaction data. Guttenberg suggests that “by 
collecting very little more data than is already required of them, these foresters 
could provide the material for a price-reporting service” (4). Since Cruikshank 
and Anderson (2) found less than one-sixth of approximately 1,500 service 
forester reports on South Carolina sales made between 1948 and 1954 to be 
usable in their study, it appears that even this source may involve some re- 
porting problems. 

In any case, such a basis for price reporting is highly selective. Although 
it might be entirely appropriate to report average prices for specific price pop- 
ulations, such as prices for private timber marked by service foresters who sub- 
mit complete reports, it would be necessary to identify these prices as pertaining 
only to that specific population and not to any wider price population. In this 
regard it should also be noted that timber stands selected on any such single 
basis may also differ from the balance of stands in other important attributes. 
Certainly if price reporting is to be based on selected populations it would seem 
desirable to cover a fairly wide range of such populations. 

One reporting source not yet considered would be that of reporters employed 
by a price reporting service, as in the case of the Federal Market News Services 
under the Department of Agriculture. These price reports, designed to provide 
the latest market information, are the reports to which reference is made iu 
statements about the possibilities of hearing morning broadcasts of timber prices 
along with those of cotton, tobacco, and other agricultural commodities, The 
operation of this service is predicated on the existence of established market 
centers at which the market reporters can obtain prices and other market in- 
formation by visiting those engaged in buying and selling during the normal 
time of trading or immediately thereafter. The difficulties in applying such a 
procedure to the marketing of standing timber are too obvious to deserve 
comment. 

Beyond the problem of reporting sources and bias, there is that of achieving 
a sample large enough to provide relatively precise estimates while still keeping 
the price information current. Even in the South where the variability in 
stumpage prices is considered to be relatively low, Cruikshank and Anderson 
concluded that “it would be difficult to issue an average price, based on field 
reports, more frequently than once a year” (2), although they suggest some 
methods of overcoming this difficulty such as enlarging the geographical zones 
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used. In any form of voluntary reporting were to be adopted, the problem of 
maintaining lists and promoting response would be a major one. It is not 
unusual for response to be well under 50 percent in present farm price reporting. 
Such poor response not only affects the size of the sample and precision of the 
estimate, but also compounds the problem of selectivity and the resulting bias. 

Complete enumeration or probability sampling of all timber sale prices by the 
price reporting service would minimize bias and would permit the variance of 
estimates to be measured, but such methods generally have been considered to be 
of prohibitive cost in the case of other commodities. For example, it is stated 
in a Department of Agriculture publication that “application of enumerative 
and probability sampling methods to price data for farm commodities has been 
limited, mostly because of lack of funds” (10). It is through considerations 
such as these that the cost element in the definition of ‘feasibility’ suggested 
earlier plays its compelling role. 


CONCLUSION 


Is price reporting for standing timber feasible? No conclusive evidence has 
yet been given that measurable characteristics of the timber commodity itself 
can be used as a basis for obtaining the needed reduction in the great variability 
of timber prices which exists even for particular species, areas, and markets. 
The analysis presented here for the relatively simple case of national forest 
sales in California has failed to reveal any usable relationship between ponderosa 
pine prices and such factors as volume of timber, proportion of pine, density of 
cut, and length of log haul. In work on timber price reporting to date, problems 
of bias due to selectivity in reporting sources and difficulties of maintaining 
precision in estimates through adequate sample size have received only incidental 
consideration. These issues involve not only unresolved questions as to pro- 
celures, but also are directly related to the probable cost of such a service. No 
estimates of the cost of a standing timber price reporting service have been made 
that would permit the public to weigh the presumed results of such an expendi- 
ture against those possible from alternative uses of the same funds. In short, 
it has yet to be demonstrated that price reporting is feasible. 

However, no final verdict, either pro or con, can be reached without additional 
factual information and objective analysis. An excess of pessimism is as un- 
justifiable as undue optimism, and is far more harmful if it hampers aggressive 
research in areas fundamental to the problem. The question of the feasibility 
of price reporting for standing timber serves to underline the primitive state 
of knowledge concerning the actual price-determining mechanism involved. Fur- 
ther debate on this issue may well be the stimulus needed to transform speculation 
into its more productive counterpart, investigation. 
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[Reprinted from the Journal of Forestry, vol. 56, No. 11, November 1958] 
Forest SERVIceE STUMPAGE PRICES—WHAT Do THEY MEAN? 


(By George A. Craig, Western Lumber Manufacturers, Inc., San Francisco, 
Calif.) 

Problems of price reporting for standing timber were reviewed in the June 
issue of the Journal,’ and regularly reported Forest Service data in California 
were fuund to be inadequate as the basis for a sound system of price reporting. 
Further consideration of the data studied discloses some of the reasons why 
they are unsuitable for that purpose. Such an examination also leads to the 
conclusion that the Forest Service’s present sales policy and pricing systems are 
defective to a major degree. 

In their study to determine the feasibility of a program for price reporting 
of standing timber, John Zivnuska and Ann Shideler attempted to use the 
quarterly summary of the U.S. Forest Service timber sales in California to 
develop commodity classes with average prices that could serve as a guide to 
price in other public timber sales. They unsuccessfully attempted to reduce 
the wide variation in ponderosa pine price by finding a significant relationship 
with independent variables contained in the reports. Independent variables 
tested for competitive and noncompetitive sales included total volume of sale, 
percent of total volume in ponderosa pine and sugar pine, volume of timber per 
acre of sale area, log haul in truck miles, and lumber haul in truck miles. 

The authors recognized that other unreported factors, such as appraised cost 
of road construction, might be more effective tools in reducing the variability 
of price reports. They also stated that factors unique to the stand, such as its 
structure, tree size, and quality, may be the reason for the difficulty in finding 
an adequate basis for commodity classification. 

In addition to these factors discussed by the authors, there are others spe- 
cific to Forest Service sales practices and sales procedures which affect the 
usefulness and validity of Forest Service sales data as guides to timber price 
movements by species. In its appraisals, the Forest Service generally treats 
each sale as a group of independent variables (species) rather than as a unit. 
Different indicated profit and risk margins uSually are used for each species. 
However, the purchaser cannot decide to buy only one species. He must bid 
on all species and take the offering as a whole. This brings complications to 
any attempt to use bid data as part of a price reporting system for individual 
species. 

For example, Douglas-fir was a part of 36 of the 65 sales studied. In one sale 
with a noncompetitive price for pine the Douglas-fir was bid 45 percent above 
the offered rate. In three sales it was offered at the minimum rate, a level 
above the appraised rate but one below which the operator cannot bid. 

Incense cedar was part of 57 sales, 10 of which had this species in volumes of 
500,000 feet or more. There were 19 sales listed with the cedar volume given as 
nominal or unestimated. Ten of these 19 were included among 22 offerings 
of incense cedar at the 1956 minimum rate of $2.75. Nine of the minimum rate 
offerings were in sales with noncompetitive prices for pine. Two of these had 
more than one-half million feet of incense cedar. In only one competitive sale 
with cedar offered at the minimum rate was there bidding above the offered 
rate, and in that case it zoomed to $12.99. 

White fir was in all but 3 of the 65 sales, including 36 in which its volume 
was over one-half million feet. Five of these were among the 12 offerings 
of white fir at the minimum rate. One minimum-rate sale included 16,800,000 
feet of white fir offered at more than the Forest Service’s appraisal of fair 
market value. Again, in only one of the six competitive sales with white fir 
offered at the minimum rate of $2.75 was there an overbid for that species. 
It went for $10.75 in that instance. 


1John Zivnuska and Ann Shide'er. “Is Price Reporting for Standing Timber Feasible?” 
Journal of Forestry 56: 393-398, 1958. 
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In 1956 the Forest Service appraised white fir with a profit ratio of 11 percent 
or 12 percent in most sales. However, in offerings of white fir at the minimum 
rate the profit ratios were 1.4 percent, 3.7 percent, 4.7 percent, 5 percent, 6.5 
percent, etc. In at least one offering, the estimated operating cost, exclusive 
of stumpage and exclusive of any allowance for profit and risk, was higher than 
the anticipated average selling price of the lumber. In this sale the white fir 
was offered at about $10 per thousand more than the Forest Service’s appraised 
fair market value. 

Potential customers are required to submit separate bids for each of four or 
five species in most national forest sales in California. In 1956 there was only 
one commercial sale that had a single species. Another sale that year included 
seven species. 

Bidding may be either oral auction or sealed. The successful bidder is the 
one who has the greatest total bid for all species, not necessarily the one ho 
bids highest for any one species. The bidders have the opportunity to adjust 
selectively their total bid by the amount they raise the price of different species 
which have different volumes offered. A threefold raise for one species may 
mean less than a 10-percent raise for the entire sale. 

The problem of assigning costs also affects the offered price—the level from 
which bidding adjustments in total price are made. If there is high develop- 
ment cost, most of it is now prorated to the more valuable pines by the Forest 
Service appraisers. In spite of this, many sales include the low-value species 
at minimum rates. 

The use of minimum rates brings complications. Stumpage rates were at 
about their highest point in California in 1956, yet 23 of the 65 sales analyzed 
by Zivnuska and Shideler included one or more species offered at the Forest 
Service’s established minimum prices below which it is believed to be wise publi¢ 
policy to withhold timber from sale rather than to sell for what may be ex- 
pected to be temporary low values. Certainly, this introduces a factor that 
affects the bidding on the pine. 

During a period of declining lumber market, the minimum rate problem is 
magnified. In the first quarter of this year in California 19 of 21 commercial 
sale offerings include one or more species at minimum rates, and more than 40 
percent of the timber volume in the entire 21 sales was offered at minimum 
levels. One offering in July included 15 million feet of white fir at $5.17 per 
thousand above the Forest Service’s appraised rate. 

Further complexities are brought to species prices by the use of the escalator 
device in Government sales. Bidders know that the actual price they bid will 
be adjusted by the 50 percent of the change in the Western Pine Association’s 
price index between the base period and the time the timber is cut and scaled. 
Some operators will bid on minimum rate species until the actual escalated rate 
reaches the minimum rate, and then they shift to the pine. They may shift back, 
if different price increments are needed. 

Those operators bidding on ponderosa pine late in the last quarter of 1956 
had strong reasons to believe that they would actually be paying about $3 less 
per thousand than the price they were bidding. This is further complicated by 
the fact that four different indexes may be used in the same sale, and the 
changes in any two are rarely exactly the same. 

The Forest Service recently improved the practice in California by regularly 
moving the base periods closer to the times of timber offerings. However, the 
effect of base rates in limiting downward escalation and the establishment of 
the new practice of double-base escalation for species appraising below minimum 
rates mean more distortion of an already confused picture of stumpage prices. 

The data studied were for one specific year. When we consider the fact that 
changes in sales practices may take place annually and sometimes within the 
year, the impossibility of simple use of the reported species prices should be 
even more apparent. 

It is evident that the prices bid for individual species are highly dependent 
on many factors in the individual sale offering and that such species bids can- 
not be taken from the sale as a whole and have meaning. The problem would be 
similar to trying to practice individual-species silviculture in a mixed conifer 
stand while trying to grow more than one species. Intrasale, interspecies rela- 
tionships must be considered in each case. 

To me, it is also evident that these conditions which make interpretation of 
the sales reports questionable as a price reporting system also reflect upon their 
usefulness as transactions evidence in the setting of profit ratios for appraisal 
purposes. The U.S. Forest Service should abandon the present practice of de- 
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termining individual species-profit ratios which are feebly based on these and 
other complex considerations and which often are not used. Sale offerings 
should be treated as a whole by Forest Service appraisers, and the appraisal 
should include a fair opportunity for profit on the entire offering. The Forest 
Service must recognize its primary obligation to encourage a maximum sus- 
tained timber harvest from the public forests. 


APPENDIX 6 


STATEMENT OF ApRIAN P. Downina, T. R. Mitter Mit Co., Ine. 


BREWTON, ALA, 
February 9, 1959. 
Hon. JoHN SPARKMAN, 
Chairman, Senate Committee on Small Business, 
Senate Office Building, Washington, D.C. 

Dear SENATOR SPARKMAN: In response to your invitation to make a statement 
to be included in your committee’s report, provided such statement reached your 
office prior to February 15, I request permission to make the following statement: 

My name is Adrian P. Downing, of Brewton, Ala. I am an officer of a forest 
products manufacturing company that has been in continuous operation for 
87 years. This company, at present, is giving employment to approximately 
800 direct employees and many hundred more indirectly, such as individual 
contractors, farmers, and others. I am also the owner of several small tracts 
of forest lands. During the past 12 years I have served on many forestry asso- 
ciations committees on a local, State, and National level. I have had an oppor- 
tunity to become familiar with the problems and needs of forest owners, especially 
small forest landowners. 

As chairman of this important committee at its recent hearing in Washington, 
you asked, “What could the committee do to help small business?’ and “What 
does the Government do that hurts small business?” 

In my opinion, the greatest help the National Government could do to help 
small business, especially small forest landowners or tree farmers, is to: 

1. Balance the budget and keep it balanced, except in times of war. 

2. Reduce taxes provided such reduction will not unbalance the budget. 

3. Channel a reasonable amount of additional funds into basic research, par- 
ticularly forest research covering forest insects, disease, fire regeneration, tree 
nutrition, multiple use, management of small woodlands, bottom hardwood 
forests, and improved wood utilization. It is through research that progress is 
made and it will be through research that more and better forest products will 
become available to all the people at a cheaper, but still a profitable price. 

In my opinion, some of the things that our National Government does or pro- 
poses to do that hurts small business are: 

1. Needlessly inflates our economy, resulting in a continuous decline in the 
value of our dollar. Inflation is a creeping, partly hidden, vicious, and cruel 
form of taxation and confiscation. 

2. Usurps the rights of the several States progressively in more and more 
fields. 

3. Legislating unrealistic wage-and-hour laws that defeat their purpose in 
that they not only inflate the economy and dries up small business, but saddle 
American small business with insurmountable difficulties in competing with 
foreign products. 

4. Proposes to enact needless and wasteful price reporting for forest products 
and, worst of all, establish a parity system along with unwanted and unneeded 
subsidies. Such legislation would quickly reduce the proud and rugged forest 
industry to the status of wards of the Government. May God save the forest 
industry—small, medium, and large—from the fate of our once proud farmers 
brought on by such a program, 


Respectfully submitted. 
ApDRIAN P, DownInae. 
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APPENDIX 7 


STATEMENT OF DANIEL JOHNSTON, ECONOMIC REPRESENTATIVE, CALIFORNIA STATE 
Councit oF LuMBER & SAWMILL WorKERS, AFL—CIO, San FRANCISCO, CALIF., 
WITH ACCOMPANYING RESOLUTION 

FEBRUARY 10, 1959. 

Mr. WALTER B. STULTs, 

Staff Director, Select Committee on Small Business, 

U.S. Senate, Washington, D.C. 


DeaR Mr. Stuits: Thank you for your letter of January 28, 1959, which ad- 
vises that the committee was not able to meet for a western hearing before the 
opening of Congress but that a hearing was held on the problems of independent 
loggers and sawmill workers in Washington on January 31 and that the com- 
mittee will hold its record open until February 14. 

The California State Council of Lumber & Sawmill Workers and its affiliated 
local unions and district council, representing over 20,000 logging and sawmill 
employees in California, are extremely interested in the problems of independent 
logging and sawmill owners and particularly in the problems of the growing lack 
of competition in the industry which has developed as these smaller companies 
are eliminated from the industry. One serious problem which has arisen and 
which has resuited and will continue to result in the elimination of competition 
is the practice of the sale of Government timber through oral bidding. 

For the information of the committee, we are enclosing a copy of resolution 
No. 3 which was passed by the California State Council of Lumber & Sawmill 
Workers at its 10th annual convention held in San Francisco last month. 

We request that the committee give serious attention to methods of increasing 
competition in the logging and sawmill industry, which will increase the number 
of independent operators, thus helping to halt the trend toward monopoly in 
this industry. 

Yours very truly, 
DANIEL JOHNSTON, 
Economic Representative. 
RESOLUTION No. 3 


RESOLUTION IN SUPPORT OF SEALED BiIDS ON PURCHASE OF GOVERNMENT TIMBER 


Whereas it is to the interest of the industry to maintain the price of Govern- 
ment timber at a minimum level ; and 

Whereas the practice of sale of Government timber through oral bidding in 
many cases results in excessive prices being paid by large companies; and 

Whereas this in turn may result in the elimination of small companies which 
cannot compete in oral bidding ; and 

Whereas it has been our policy to work with and support the interests of the 
small employers to maintain competition in the lumber industry and to insure 
continuous production and sale of timber : Now, therefore, be it 

Resolved, That this 10th annual convention of the California State Council 
of Lumber & Sawmill Workers reaffirm its past policy with respect to the 
sale of Government timber through sealed bids where such procedure will benefit 
our industry. 


APPENDIX 8 


STATEMENT OF Harry E. MurpHy, SOUTHERN TIMBER MANAGEMENT SERVICE, 
BIRMINGHAM, ALA. 
FresrRuARY 10, 1959. 
Senator JOHN SPARKMAN, 
U.S. Senate Building, Washington, D.C. 


Dear Senator: Sincerely appreciate your letter of February 7, regarding the 
Small Business Committee’s hearings on logging and sawmill industries. 

I do not have any formal statement to place with the committee. However 
I would like to express for your consideration the following thoughts: 

1. We believe your present approach to assisting small business will and is 
doing much to stimulate stability, expansion, and strength to small business 
firms including timber industry companies such as ours: i.e., tax corporation 
structure for close held businesses (we have just qualified for this measure 
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of yours—which will be a big help to us), also the tax consideration in applying 
profits back into expansion of business (this is an excellent measure). 

2. Major needs of the timber industry in our region are— 

(a) Markets for products: This requires further consideration in timber 
products research; tax considerations and credits for encouraging new business 
developments, especially in rural communities and towns, i.e. box, pallets, and 
dimension plants. 

(b) Transportation costs: Many of our possible market outlets are eliminated 
by inequitable freight rates. For instance you can ship western lumber into 
the South cheaper than you can ship southern lumber out. Of course this rate 
business is tied in with ICC regulations which are as archaic as the steam 
engine. 

3. We oppose the price marketing proposal of Senator Proxmire for reasons 
of : 

(a) Average estimates as he proposes would not reftect true values, resulting 
in misleading quotations to the public. 

(b) Stumpage prices for local areas reflecting true values are readily avail- 
able to our citizens through public agency representative (TVA, Extension, 
Forestry Departments in our counties), consulting foresters, and the industry. 

(c) Any new public money to be expended is far more needed in the basic 
fields of forestry research, fire control, and education. 

Your interest in my comments in dealing with the problem and opportunities 
of small business is appreciated. With best wishes. 

Very truly yours, 
Harry E. Murpny. 


APPENDIx 9 


STATEMENT OF CLYDE THOMPSON, PRESIDENT, TEXAS FORESTRY ASSOCIATION, 
LUFKIN, TEx. 


The Texas Forestry Association is a nongovernmental, statewide, educational 
organization promoting the conservation, extension, and wise use of the vast 
forest resources of this great State. Organized in 1914, this association has 
45 years of service to woodland owners, the forest industry, and others interested 
in conservation. Our membership includes more than 1,300 members, many 
of whom are classified as small operators. 

Early east Texas had some handicaps compared with other regions, but it 
had two outstanding advantages: a resourceful citizenship, and a great natural 
resource—timber. The development and utilization of this resource was pro- 
viding employment in east Texas when industry was in its infancy elsewhere 
in the State. 

Year after year, the sawmills and other wood-processing plants provided 
more and more jobs. Then papermills were built, providing an entirely new 
source of income for the people throughout east Texas. 

From the beginning, the expanding timber industry inspired the establish- 
ment of more and more industries in other fields. This overall expansion con- 
tinued until, today, Angelina County alone has 5,000 industrial jobs and an 
annual industrial payroll of more than $20 million. 

But industrial expansion does not tell the whole story. The creation of an 
industrial job has an effect far beyond its own incidence. A chain reaction 
follows. A beneficial wave spreads out that touches the entire surrounding 
area. It has been said that the creation of an industrial job results in the 
creation of about three more full-time jobs in other occupations. 

This areawide economic activity, industrial and otherwise, has had a marked 
impact. Once considered a backward section, east Texas has now come to the 
forefront, with a higher standard of living for all. 

This progress is a tribute to the mutual respect and trust that the east Texas 
citizenship and business have had for each other. A spirit of cooperation 
created an economic climate healthy for both. 

The competitive, private enterprise system has brought to Texas, to the South, 
and to the American people the highest standard of living in the world. It 
has consistently and progressively provided better products at lower cost. We 
have achieved greater freedoms, privileges, and opportunities than those known 
to other nations. The Texas Forestry Association believes wholeheartedly in 
this system which is dependent upon private ownership. It must be preserved. 
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Improvement in its operation should be sought constantly, but not at the expense 
of the freedoms, privileges, and opportunities which private enterprise alone 
offers. 

In a republic the government exists for the people and must be directed by 
the people. We abhor the tendency of many of those in government to reverse 
this fundamental concept and endeavor to impose government on the people and 
to direct their actions. Steadily there has been fostered a false concept that 
all problems must be turned over to the Federal Government for solution, that 
private initiative, individual responsibility, and sound legal principles can no 
longer meet our requirements. Adherence to the principles and fundamentals 
of competitive private enterprise with individual initiative and responsibility 
will provide a better and more lasting solution to our economic problems than 
government regimentation inany form. Subsidization of uneconomical operators 
producing inferior products will not solve any problem, but will create many 
other problems. 

It is abundantly clear that the principles of competitive private enterprise 
cannot exist side by side with the Federal Government dictating industrial op- 
erating policy, subsidies, price reporting, or any of other myriad forms of con- 
trols. This Nation has always sanctioned and encouraged the profit motive. 
Personal economic reward has been found the best means to induce the ulti- 
mate productive efforts of men. The subtle subversive and even open attempts 
to discredit and abolish our system must be vigorously opposed. 

Our competitive private-enterprise system, which has so successfully met the 
needs of the Nation in the past, will continue to meet the difficult, economic, 
social, and political problems of today. No foreign nation’s economic or political 
system has been able to produce an equivalent standard of living, achieve a like 
equality of justice, or afford the same protection of fundamental human rights 
as ourown. Chaotic conditions prevalent in many foreign countries are evidence 
of the degeneration of the moral fiber of nations which have failed to cherish and 
protect their freedom. We must uphold our system and avoid foreign ideologies 
which are productive only of internal strife and class warfare. 

If the small sawmill operators or independent loggers in the Lake States or 
other areas have problems existing in their areas, these are not national prob- 
lems. As local problems, they do not require congressional action, and the indi- 
vidual States should be encouraged to solve their own local problems without 
placing additional unnecessary strains on our national economy. States rights 
are involved and States responsibilities should be exercised. No Government 
subsidies are requested or needed for the growing, harvesting, marketing, or 
manufacturing of forest products. Forest products price-reporting requirements 
by the Federal Government are entirely unwarranted, unnecessary, and imprac- 
tical. Government intervention, Government support, and, finally, Government 
control are not conducive to good business climate. 

The present methods of managing timberland in east Texas and throughout 
the South as practiced by most of the larger timberland owners and many of the 
smaller owners in recent years has increased the productivity and improved the 
quality of our forest resources. The increased productivity of these resources 
will attract new industries and support the expansion of present industries with- 
out the necessity of additional congressional action. 

In summary, there are two ways through which any problems of the small 
woodland owner and the small operator can be attacked. One is through legis- 
lation and public regulation; the other is to persuade these small woodland 
owners and operators by education and demonstration. The Texas Forestry 
Association subscribes to the latter procedure and respectfully requests your 
support of this policy and practice. 


APPENDIX 10 


LetTer From W. S. BroMLey, Executive Secrerary, AMERICAN PULPWoop Asso- 
CIATION, NEW YorK, N.Y., SUBMITTING STATEMENT OF THE ‘ASSOCIATION 


FEBRUARY 11, 1959. 
Hon. JoHn SPARKMAN, 
Chairman, Select Committee on Small Business, Senate Office Building, Wash- 
ington, D.C. 
Dear SENATOR SPARKMAN: We appreciate an opportunity of submitting to the 
Senate Select Committee on Small Business a statement of this association re- 
lating to the problems of the independent loggers and sawmill operators, as re- 
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viewed by your committee in public hearing in Washington, D.C. on Saturday, 
January 31, 1959. We declined an invitation extended to us by Mr. Charles 
Stoddard, forestry consultant to the committee, to testify at this hearing be- 
cause we were not aware of any great problems affecting independent logging 
operators in the pulpwood industry. 

However, because of statements made at this hearing we do wish to submit 
a statement on behalf of the members of this association which we request be 
made a part of the record of the hearing. 

We are sending a copy of our statement to each member of the Select Com- 
mittee on Small Business. 

Sincerely yours, 
W. S. BroMey, Hvecutive Secretary. 


STATEMENT BY THE AMERICAN PULPWOOD ASSOCIATION RELATING TO THE PRops- 
LEMS OF INDEPENDENT LOGGERS AND SAWMILL OPERATORS, SUBMITTED TO THE 
SELECT COMMITTEE ON SMALL BUSINESS 


This statement is made on behalf of the members of the American Pulpwood 
Association, relative to the testimony given at a hearing conducted by the Select 
Committee on Small Business in Washington, D.C. on January 31, 1959, on the 
problems of independent loggers and sawmill operators. 

This association declined an invitation to testify at this hearing because it is 

not aware of any problems affecting independent logging operators in the pulp- 
wood industry which require congressional action. Our association is the largest 
and oldest representing the national interests of pulpwood producers (loggers) 
and consumers in the United States. We have been in operation since 1934. 
. The membership of the American Pulpwood Association includes producer mem- 
bers who produce or handle close to 3% million cords of pulpwood annually. For 
Many years the association has conducted safety and training, forestry, and 
mechanization programs designed specifically to help small loggers prepare, han- 
dle, and transport pulpwood safely and economically. These programs are con- 
ducted throughout the country by its staff of professional foresters operating 
from offices in Alabama, Virginia, Maine, Wisconsin, and New York City. Our 
main office is located in New York City at 220 East 42d Street, where publica- 
tions of all types are sent without charge to all regional and State forestry asso- 
ciations, loggers, landowners, forest industries, and forestry agencies. These 
technical bulletins reach tens of thousands of readers, up to half or more of the 
“regular” loggers and many small sawmill operators. 

In this statement we wish to review the following questions: 

1. Who are the “logging operators’’—particularly in the pulpwood industry? 

2. What are their problems and what can Congress do about them? 

8. How are the problems of the part-time logger related to the overall problems 
of underdeveloped rural areas? 

4. What impact does the pulp industry have upon loggers and their com- 
munities? 


WHO ARE THE “LOGGING OPERATORS” IN THE PULPWOOD INDUSTRY ? 


It is essential to have a clear understanding of the “logger” and his opera- 
tion to understand his problems. In 1955, our regional technical committees de- 
fined a ‘“‘pulpwood producer” (pulpwood logger) as one who is responsible for 
felling, preparing, transporting, and delivering from woods to mill or shipping 
point, at least 1,000 cords of pulpwood annually. A cord is 128 cubic feet of 
roughly stacked pulpwood or its equivalent. It was found that such loggers em- 
ployed up to 20 men or so per year, but rarely exceeded 12 men in any 1 week. 
In the United States in 1956, there were about 14,700 of these “regular pro- 
ducers or loggers” producing about 63 percent of all the pulpwood requirements 
of the entire pulp and paper industry. These regular producers are the “loggers” 
of the pulpwood industry, each one an independent businessman whose prob- 
lems are related to the general economic condition of the country. 

On the other hand, in the same year, 28 percent of the pulpwood was pro- 
duced by part-time producers, numbering some 35,000, who produced less than 
1,000 cords a year. Most of these operators earned a major portion of their 
living from such activities as farming, mining, truck hauling, road and build- 
ing construction, and from small industries located close to the forest areas. 
This group uses logging as a supplement to their principal sources of income 
and should not be regarded as primary problems of the logging industry. 
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WHAT ARE THE PROBLEMS OF THE PULPWOOD LOGGERS? 


Rising costs, brought on by inflation, lie at the heart of most problems of 
“regular producers or loggers.” To the logger: 

1. Labor costs have jumped.—This is particularly true each time Congress 
raises the minimum wage or when there is a series of strikes and wage boosts 
in the steel and equipment manufacturing industries. To offset this, the logging 
operator must lay off his least efficient labor and resort to more mechanized 
equipment. Use of the powersaw is a good example. Ten years ago less than 
10 percent of all pulpwood was cut with powersaws, whereas today close to 90 
percent or more is cut with powersaws. This accelerated use of powersaws has 
greatly reduced the cost. 

There has been a vast change in production methods in the woods which has 
resulted in nearly doubling the actual production in cords per man-day. This 
is almost entirely attributable to the use of chain saws. Better operators can 
produce more wood in the same length of time, which has increased the profita- 
bility of the operation, despite an incerase in labor rates. 

2. Some equipment costs have also increased.—Trucks, tires, and gasoline 
have also increased in cost as shown in table VI below. Conversely, the cost 
of the principal items of equipment used in this industry, the chain saw, has 
decreased sharply during the past 10 years as shown in table VI. However, the 
increases in costs of certain equipment have been partially offset by a number 
of developments which must be considered. 

3. New developments.—During the past 10 to 15 years many important labor 
and cost saving changes, in addition to powersaws, have helped the producers. 

(a) In the woods, more pallets, skidpans, winches, hoists, and other mecha- 
nized means of loading pulpwood have been adopted. 

(6b) More small tractors are being used to skid logs to trucks instead of men 
dragging or carrying pulpwood to trucks or loading points. 

(c) Hundreds of “concentration woodyards” have been established to shorten 
the length of haul for pulpwood producers. 

(d) Where railroad cars are used, their design has been improved to permit 
mechanical loading, as compared with previous methods of manhandling. 

(e) At woodyards and mill yards, pulpwood is usually unloaded mechani- 
cally in a fraction of the time and with little effort on the part of the producer or 
truckdriver, by the use of cranes or forklifts. This timesaving eliminates a 
helper on each truck and may permit producers to haul an extra truckload 
or two more each day than was possible 10 years ago. 

(f) Some mills have found it feasible to shift to weight scaling of pulpwood. 
Where this has been practical it has met with the approval of most producers 
because it provides faster and more accurate measurement of the wood and a 
more uniform basis of payment. This practice has not yet been adopted by all 
mills because of conditions peculiar to each plant location. 


WHAT CAN CONGRESS DO ABOUT THE PROBLEMS OF THE PULPWOOD LOGGERS ? 


In most cases, Congress cannot do anything to help with these problems. In 
other cases the loggers themselves have suggested the following actions: 

1. Expansion of existing credit facilities—Under section 24 of the Federal 
Reserve Act, national banks at present can loan only up to 40 percent of the 
value of the commercial timber. This limit could be raised and some recog- 
nition permited of the value of land, reproduction, and immature timber. 

2. Taw relief —Tax relief to loggers and small businessmen is needed so that 
they can be permitted to depreciate their equipment at faster rates, or plow 
back a portion of their gross income tax to buy new equipment, replace old 
items, or expand their business. 

38. Keep loggers free of dangerous price controls.—Not a single bona fide 
logger testifying before this committee has indicated any need or desire for 
Federal price reports on forest products. This is due to the fact that he al- 
ready has all of the price information he can use. This information is pub- 
lished by State agencies in at least 20 forested States. Even more valuable 
to him is the on-the-ground marketing and price information he can get free 
from extension foresters, county foresters, county agents, industry foresters, 
or from a consulting forester if the volume and values warrant a fee. Sellers 
can also quickly ascertain pulpwood prices from any pulpmill, buyers or dealers, 
and can get as many quotations as he wants. 
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Firsthand price information is more reliable than published price reports 
could be. Unlike most farm crops, standing timber is not a homogenous com- 
modity and reported prices vary considerably, depending on such factors as tree 
quality, timber accessibility, sale and measurement practices used, degree of local 
competition, and various other factors. Various technical problems are involved 
in accurate price reporting which have not yet been solved. We do not have 
standardized quality grades for logs and trees, nor can we accurately evaluate 
other factors such as accessibility. 

Contrast this with other farm products where the range of variable factors 
is relatively small and prices can be quoted according to definite specifications. 
The low value per pound of weight for pulpwood as compared with the high value 
per pound for most agricultural crops usually restricts the seller of forest prod- 
ucts to close-in markets. 

The thing most independent loggers fear is to have forest products pulled 
into the deadly whirlpool of parity price supports and price controls. The 
farmer is a victim of this situation, and even Congress, with all of its wisdom, 
has not been able to restore him to the status of a free and unregulated market. 
Loggers do not desire to be put into such a regulated and uneconomic situation. 

4. Help the logger retain the seasonal and 12-man exemptions under the Fair 
Labor Standards Act.—The small logger needs these partial exemptions under 
which some 80 percent or more of all pulpwood and other forest products are 
eut. It has been demonstrated by pulpwood producers testifying before Con- 
gress on many occasions that loggers cannot keep accurate timecards or other 
records of hours worked by individuals and small crews in the woods. Most 
of their work is on a piecework basis, and studies conducted by the Pureau of 
Labor Statistics show that there is no apparent difference between the wages 
earned by men working under these exemptions and the wages earned by men 
in the larger crews where the exemptions do not apply. 

5. Maintain a stable, healthy. economy.—We believe stability does not come 
about by constantly increasing the minimum wage or by costly subsidy pro- 
grams of the Federal Government. Loggers are typical small businessmen, con- 
stantly harrassed by rising costs. They are looking to Congress to hold the 
line on further disastrous inflationary measures. This is one of the best ways 
in which Congress can help small business. 


WHAT ARE THE PROBLEMS OF THE PART-TIME LOGGERS? 


We find that the problem of the part-time producer in the pulpwood industry 
is closely related to the problems associated with all other underdeveloped areas. 
The Department of Agriculture points out that: (1) 56 percent of our farmers 
produce only 9 percent of all the agricultural products marketed; and (2) 25 
— of America’s 5 million farm families earned $1,000 or less in total income 
in 1954. 

Thousands of these part-time loggers produce only a few hundred cords of 
pulpwood a year. Of course, they have problems, but they are essentially the 
problems associated with underemployment. According to the U.S. Committee 
for the Rural Development Program, their greatest needs are these: 

1. Development of more job opportunities off the farm. 

2. Expanded vocational training for young people. 

38. Educational programs for older farm people. 

4. Aid in obtaining more land, capital and management skills to compete in 
modern farming. 

5. Better health services for rural areas. ‘ 

Congress has been cognizant of these problems for 20 years or more, and 
it is apparent that Federal subsidies and controls are not the answer. The 
rural development program of the Department of Agriculture is providing some 
of the answers. It has set up demonstration projects in close to 70 counties 
and 8 large rural areas in more than 30 States. The strength of this program 
lies in its emphasis on what private citizens, organizations, and enterprises can 
do to help themselves. 

Private enterprise contributes materially to the employment opportunities in 
these areas. The pulp industry each year provides more jobs, and creates revenue 
for both “regular” and “part-time” producers in those areas in which mills are 
located. 
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WHAT IMPACT DOES THE PULP INDUSTRY HAVE UPON LOGGERS AND THEIR 
COMMUNITIES? 


When pulpmills are established or expand in any area they not only create 
job opportunities, but they build up land and timber values, and raise the economic 
and social, level of the people. These figures will demonstrate what happens in 
a community in which the pulpmill is located : 

1. Jobs are created. 








TABLE I 
In the United States te ar 1957 
Pulpwood consumed (millions of cords) 1___..__.-__- a3% -| 10. 4 | 19.3 | 35,4 
Pulpwood workers (estimated) ..-...........----..-...--. a 74, 000 138, 000 244, 000 





1 Source: U.S. Bureau of the Census. 


TABLE II.—Community dependency study 


Number of pulp and paper establishments__..........__-__-__.._..- 664 
NEN AOE 000 IN i a ens sh ores ibs kiana dca 488 
ume? OVEr OO DeTCOnt Cenenagent... 2... 6 an eee eet 160 
I a i tein is ne tin cp ch peel Gee ee ee 268, 737 
Dramber Of employees and dependents. __,. ......... npn nonneeane 1, 055, 300 


Source: “Community Dependency Study,’ published 1953, American Paper and Pulp 
Association. 

2. Land and timber values are raised.—Prices of stumpage and pulpwood have 
increased at varying rates during the past decades. Prior to 1940 stumpage and 
pulpwood prices were relatively stable, but since 1940 have increased at a more 
rapid rate than that of all commodities. 


TABLE ITI 
Percentage 
increase, . 
Item : 1940-55 


SORRIAe-EY stuinpere. 3. ob ee ee a oe ee ee 1, 157 
pouthern pine - puipedod stninpasge.. = =~ essences Ll 
Southern pine pulpwood_____- ~~ -. = dh sis hina so akin ehnasarer nage ae 243 
mit Commodities)... 65.2... ses ot jv sit snd es ase res I rhe aia) Rae 117 


Source: House Doc. No. 195, 85th Congress, 1st session, “Price Trends and Relation- 
ships for Forest Products.” 


3. Pulpwood prices have increased.—Statements made by several witnesses 


testifying before this committee on January 31, 1959, would have one believe 
that the level of pulpwood prices has not kept pace with the prices of other 
commodities and that there is no free competitive market for pulpwood. The 
inaccuracy of these unsupported statements is apparent from the following table 
which shows that pulpwood prices have more than kept pace with other com- 
modities : 


TABLE IV.—Pulpwood prices at local delivery points, 1938-55 


[Dollars per standard cord, including bark] 





Wholesale 

Year Southern Lake States rice index 

pine spruce or all com- 

modities ! 
i ea dia eda | hla. wim Teall dette atmiiaiibed $3. 60 $8. 50 51.1 
a a ik 4. 20 9. 00 51.1 
DEL TUCtdel i cxaksdedbakteendsanedabvedtadcounebewdeedadaduna 8. 40 15. 00 68.8 
A «dite abMinatais dd kbid Ndbeonldlakediibosnadbiniscctbhinn ctl 11. 90 19. 50 103. 1 
A cl al sitet ard aan edait nai ieee acini a_ete 14. 40 24.76 110.7 





1 Wholesale price indexes (1947-49= 100). 
Source: H. Doc. 195, 85th Cong., Ist sess., ‘‘Price Trends and Relationships for Forest Products.” 
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The same general price rise in the price of pulpwood has taken place in the 
Appalachian area as shown in the following table based on a typical mill in 


this area: 
TABLE V.—Pulpwood prices (per 128 cubic feet) 


Increase (+) 
1945 ! 1959 or 
decrease (—) 


Percent 

Truck delivered pine (rough) -.__-_-_- $12.00 Maryland and West Virginia. . $16. 50 +37.5 
$10.80 Virginia... _- 17. 30 +60. 1 

$10.80 Pennsylvania- —— 16.10 +49. 1 

Truck delivered hardwood (rough) ....| $12.00 Maryland and West Virginia. : 15. 50 +29. 1 
I ia acini iincnad Seb Riuiind Diy 15. 50 +43.5 

$10.80 Pennsylvania-___ e 15. 40 +42.5 

Truck delivered oak (rough)--__....-- $12.00 Maryland and West V Virginia. 14. 50 +20.9 
$10.80 Virginia _ - | 14.50 +34.3 

$10.80 Pennsylv ania. | 15.40 +42.6 

Average (rough).._._.__. siiad th ataictean ee $12.00 Maryland and West Virginia. _- | 15.50 +29. 1 
| $10.80 Virginia. _-.__- = 77 | +46.0 


| $10.80 Pennsylvania-____-- ; oa 5. 63 | +44.7 
1 Federal price controls in effect in 1945. 
Source: American Pulpwood Association. 


At the same time, the prices which the logger must pay for his equipment has 
increased, but for other equipment it has actually decreased. The following 
average prices paid for operating equipment in the Appalachian area illustrate 
this increase or decrease from 1945 to 1959: 


TABLE VI.—Prices paid for operating equipment, 1945 versus 1959 




















Increase 
1945 1959 (+) or de- 
crease (—) 
Chain saws (no 1-man used in 1945): Percent 
Cee lies ania pes TN ik dectalinasdasindiiitcstcusciaal 
a saci bipuiininoninwne 1 350.00 |_.---- ase siladaoreceaael 
l-man McCullough. _-_--- icc sie eedccad 2 342. 00 $160.00 — —53.2 
Trucks (less bed) (none made in 1945): 
i erie abieiguare RAS Clk pdantusccailadcandeangeee 
FT Eee a ee ee ee ee 8, 600.00 }|_- Se Ea eae 
I a indi ascendant 73h 800. 00 +5.6 
Truck i oe 3 90. 00 4132. 00 +46.6 
Gasoline: Straight Esso (1959 has 14 pts. more octane) Bee . 22 . 289 5431.4 
11948. 
21951 


3 With tube. 
4 Tubeless. 
5 Cost per ton-mile has decreased. 


Source: American Pulpwood Association. 


Unsupported charges have been presented to this committee on pulpwood price 
fixing and collusion on prices of finished products going back as far as 1936. 
These charges were found to be unsubstantiated and dropped. The unproven 
charges of fixing of pulpwood prices by Canadian companies has no bearing upon 
the situation in this country. 

4. Pulpmills own less than 5 percent of commercial forest land.—Few industries 
have greater dispersion of ownership of its raw material than the pulp industry. 
There are more than 4.5 million private ownerships of commercial forest land in 
the United States in addition to numerous holdings by public agencies. Some 
23,000 forest industry owners own 13 percent of this commercial forest land, but 
the pulp and paper industry owns less than 5 percent, according to the Forest 
Service. In 1956, over three-fourths of the total pulpwood consumed in the 
Nation was produced on lands not owned or leased by the pulp industry. It is 
desirable for pulpmills to acquire some forest land in order to provide a backlog 
of raw material. This might be considered insurance for those who have many 
millions of dollars invested in these enterprises. 
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CONCLUSION 


The American Pulpwood Association represents both producers and consumers 
of pulpwood. The pulp industry depends upon many thousands of independent 
pulpwood producers for its raw material. 

We urge that the Senate Small Business Committee give favorable considera- 
tion to the views presented in this statement which we believe to represent the 
best interests of both producers and consumers of pulpwood. We commend 
the committee for their sincere efforts on behalf of the logger. 


APPENDIX 11 


LeTTrer From Hon. JoHn L. McCLetuan, U.S. Senator From ARKANSAS, WITH 
ACCOMPANYING LETTERS FROM Messrs. ELMER HERRON AND N. F. NOONER, 
TOGETHER WITH SENATOR SPARKMAN’S REPLY 


U.S. SENATE, 
COMMITTEE ON GOVERNMENT OPERATIONS, 


February 12, 1959. 
Senator JoHN J. SPARKMAN, 


Chairman, Select Committee on Small Business, Washington, D.C. 


DesrR Mr. CHAIRMAN: Enclosed are copies of two letters which I think you will 
find self-explanatory. They are typical of a number I have received from small 
sawmill operators in my State. 

I am told that the Small Business Administration * is now in process of drafting 
suggested regulations which would in effect relieve the situation at least to 
some degree. As you will note from reviewing the information submitted by 
Mr. Nooner and Mr. Herron, the time factor is most important. 

In any event I shall appreciate any information you can give me that will 
be helpful in replying to their requests. 

Sincerely, 


JoHN L. McCLeLian. 


LETTER FRoM N. F. NooNER, NOONER Bros. LUMBER Co., Hor Sprinas NATIONAL 
PARK, ARK. 


FEBRUARY 11, 1959. 
Senator JoHNn L. McCLetran, 


Senate Office Building, 
Washington, D.C. 


Dear Sie: I want to thank you for your interest and time spent with Mr. 
Bibler and myself in your office on our recent visit to Washington. 

I do not believe that we made you realize the seriousness of our situation as 
small operators buying Government stumpage in this area, which is the Ozark 
and Ouachita National Forests. 

As you know most all large companies are more or less drifting toward 
monopoly. We are going to have to have some relief in this area and it must 
come quickly or several of the lumber companies will be forced to lay off hun- 
dreds of men and close their plants down. We will be one of this group. This 
is being forced upon us by the big companies paying such enormous prices 
for stumpage, which is entirely out of our reach. We feel that this is bad for 
our entire country, not just in our type business but for all small business. We 
have had one concern in this area that has taken the bankrupt law. He had a 
loan under the Small Business Act and because of this high price of stumpage 
was forced into bankruptcy. Some of the others that have loans through the 
Small Business Act may be forced to do the same thing. 

We would appreciate it if you would get in touch with the Small Business 
Administrator and also the head of the Forest Service there in Washington and 
see if they would send someone down here to investigate our situation. The 
sooner the better for all since our situation is as serious as it is. We would 
like to suggest all timber sales cease until this is settled. 





*Text of SBA Regulations will be included in the committee's final report on the 
independent logging and sawmill industry. 
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I would appreciate hearing from you personally in regard to this matter at 
once. 
Yours truly, 
N. F. NOoNner, 
Partner, Nooner Bros. Lumber Co. 


LETTER FROM ELMER HERRON, OWNER, HERRON LUMBER Co., Hor SPRINGS, ARK. 


FEBRUARY 11, 1959. 
Senator JoHn L. McCLeLLAn, 
Senate Office Building, 
Washington, D.C. 

DeaR Sik: I would like to take this opportunity to thank you for the cour- 
tesies extended Mr. Nooner and Mr. Bibler while they were in Washington. 

I am writing you as a small lumber operator in regard to the sale of Govern- 
ment stumpage in this locality. 

I cannot impress upon you too strongly how grave a situation we now have. 
As little operators we cannot possibly pay the price that the large company in 
our area is paying. Not being able to buy stumpage at a fair price will force 
us out of business. 

I feel that it would be good to send someone down here to investigate the 
situation. I would also like to say I feel the timber sales should cease as to 
such time this matter is straightened out fairly. 

Please let me hear from you as to what steps will be taken. 

Yours truly, 
ELMER HERRON, 
Owner, Herron Lumber Co. 





SENATOR SPARKMAN’S REPLY TO SENATOR MCCLELLAN 


UNITED STATES SENATE, 
SELECT COMMITTEE ON SMALL BUSINESS, 
February 13,1959, 
Hon. JoHN L. MCCLELLAN, 
U.S. Senate, Washington, D.C. 

Dear JOHN: On behalf of the Senate Small Business Committee, I wish to 
thank you for your letter of February 12, expressing your views on the serious 
problems faced by small sawmill operators in Arkansas. We are also grateful 
to you for sending us copies of letter addressed to you by Mr. Herron and Mr. 
Nooner. I should like very much to include their letters in the record of our 
hearings on the problems of small business in the forest products industry, and 
I shall do so unless they would prefer not to have their letters to you published. 

I can tell you at this time, that the Small Business Administration has just 
completed drafting its regulations on the set-aside of sales of stumpage in na- 
tional forest to small business. I am very hopeful that the joint program of the 
Small Business Administration and the Forest Service will prove beneficial to 
Small business in your State. 

Thank you again for your counsel. 

With best wishes and warmest personal regards. 

Sincerely yours, 
JOHN SPARKMAN, Chairman. 


APPENDIx 12 


STATEMENT OF TRoy C. BRANNAN, JR., PRESIDENT, BRANCO Woop Propucts, INC., 
BREWTON, ALA. 
FEBRUARY 12, 1959. 

Hon. JOHN SPARKMAN, 
Chairman, Senate Committee on Small Business, 
Senate Office Building, Washington, D.C. 

Dear SENATOR SPARKMAN: This letter is in reference to the public hearing 
held in Washington on January 31, 1959, regarding the problems of small pulp- 
wood contractors and loggers. 
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My name is Troy C. Brannan, Jr. I am president of Branco Wood Products, 
Inc., and Georgia Wood Products, Inc., who are dealers in forest products, pulp- 
wood, poles, logs, and others. 

Our primary business is buying and selling pulpwood to five paper mills in 
Alabama and Georgia. We have been handling pulpwood since 1941. We have 
six graduate foresters whose jobs are to cruise, mark for selective cutting, and 
to advise landowners what should be done with their timberlands in order that 
they may realize the best return possible on their investment. 

There are numerous public and private foresters who are available to the 
landowners in our operating areas that may be used by the landowner if he so 
desires. 

The price of pulpwood has risen through the years. Supply and demand has 
also affected the price of stumpage to the extent that is has risen from 25 cents 
a cord in 1941 to as high as $8 per cord in many instances today. On occasion 
there are as many as a dozen bidders on a single 40-acre tract of timber. 

Through the efforts of Federal, State, and private agencies, particularly the 
paper companies, greater emphasis has been placed on planting pine seedlings, 
fire protection, and general good forestry practices. This has, in turn, caused a 
reversal of the trend of cutting more timber than is being grown in many areas 
of the South. 

The paper companies are using more hardwoods, which has helped the land- 
owners sell trees that were considered a nuisance a few years ago. The utiliza- 
tion of waste from sawmills in the form of chips, has enabled many sawmills to 
Stay in business that would otherwise be shut down due to the high price of 
timber and increasing labor cost. 

The pulpwood producers have been aided to a large extent with the coming of 
powersaws, more versatile logging equipment and, in particular, the mechanical 
unloading of trucks at concentration yards. These yards are owned by paper 
companies, pulpwood dealers and other individuals. In many cases, they are 
located so closely that a producer usually has two or three yards competing for his 
business. Many of these yards pay a higher price for long-haul wood. These 
yards have given the farmer or any landowner with 1 or 1,000 cords of wood to 
sell, a ready market of his choosing. He can be paid each load or by the week, 
whichever he prefers. 

These yards are worth thousands of dollars to many small communities that 
would otherwise have no industry. The merchants, bankers and others of the 
community realize this and credit to wood producers is available when it is 
needed and justified. 

The demand for timber in our area is excellent and with many new mills being 
built it will increase. 

The greatest help your committee could give would be the following: 

1. Give tax relief on small businesses in order that they may have sufficient 
working capital. 

2. Lower taxes on trucks and other equipment and supplies used by woods 
workers. 

3. Have greater emphasis placed on fire protection. 

4. Proper management and sale of Federal timber. 

Sincerely, 
Troy C. BRANNAN, Jr. 





APPENDIx 13 


STATEMENT OF R. M. INGRAM, PRESIDENT, NATIONAL LUMBBR MANUFACTURERS 
ASSOCIATION, WASHINGTON, D. C. 


FEBRUARY 13, 1959. 
Hon JoHN SPARKMAN, 


Chairman, Select Committee on Small Business, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR SPARKMAN: Our letter of January 30, 1959 to Mr. Charles Stod- 
dard of your committee staff stated that we would provide your committee with 
our views in written form on the subject of your January 31, 1959 hearing. We 
are glad to have the opportunity of providing the statement that follows and 
respectfully request that it be included as a part of the hearing record. We are 
sending copies of this letter to other members of your committee and your com- 
mittee staff for their information. 
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Hearings were held by your committee on the problems of the independent 
forest products industry on November 13, 1958 in Superior, Wis., and on January 
31, 1959 in Washington, D.C. In your opening statement at the Washington, 
D.C. hearing you asked what the committee could do to help small business and 
what the Government does that hurts smali business. You stated that the previ- 
ous hearing showed the problems to be in fields of credit, price information, pulp- 
wood prices, marketing and surpluses. 

Representatives of the National Lumber Manufacturers Association attended 
both hearings. Our impression of the statements presented, and of the Superior, 
Wis., hearing record, confirms our view that our industry overwhelmingly wants: 
(1) economy in Government, (2) elimination of subsidies, (8) an end to Govern- 
ment favoritism for special groups, (4) extension of credit by private lending 
institutions, (5) elimination of Federal encroachment on the responsibilities of 
local government or private industry to provide needed services, (6) equitable 
taxation, and (7) improved management and disposal of Federal timber re 
sources. 

THE SMALL LUMBER PRODUCER 


The Nation’s lumber industry is made up mostly of small independent indus- 
trial plants. 

In the eastern part of the country, only 1 percent of the sawmills cut more 
than 5 million board feet annually. This figure has held constant since 1947. 
For the Nation as a whole, only 2 to 3 percent of the sawmills cut more than 5 
million board feet each. In the East, the mills cutting under 5 million board 
feet each account for three-fourths of the production. Actually 85 to 90 percent 
of all the mills in the country produce less than 1 million board feet annually 
each. 

The small mills are as much a part of the lumber industry as are the medium 
and large mills. Some of them are portable, some are relatively stable in place, 
some are operated in conjunction with farms, many are marginal producers 
which swing in and out of production depending on economic conditions. These 
small marginal units quickly influence the supply of lumber since many come 
into production as prices rise and they may at times account for as much as 10 
to 20 percent of the total production. They assist in meeting emergency de- 
mands and are frequently the first to shut down when the market falls. They 
act as a deterrent to price fluctuations and serve a purpose in the free play of 
economic forces. The small mills are numerous because the lumber industry is 
easy to enter—not requiring a substantial amount of capital with which to make 
a start. 

Most of the Nation’s lumber producers, both large and small, are independent, 
single units not affiliated with a parent company or a chain of producers. All 
over the country, however, many such units have banded together to form trade 
associations. In this way they become associated for their own benefit and for 
the general good. These associations are joined voluntarily and are run by their 
members. They offer a means not otherwise afforded for the small operators to 
get services and technical help to promote his products. 

All lumber producers have many problems which may be more serious for the 
small producer because of the lack of skilled people on his payroll to handle 
them. The owner-manager of the small operation must be a jack-of-all-trades. 
In addition to working with his crew all day, he may spend evenings and week- 
ends on management problems and paperwork. Sources of trouble are many. 
They may involve regulatory agencies, business judgment, mechanical break- 
downs, timber acquisition, and many others. 


PROBLEMS CREATED BY GOVERNMENT 


The small operator is continually plagued by Government demands, stipula- 
tions, and red tape. Government report requirements cause endless worry. 
They cover such matters as the social security accounts, unemployment with- 
holding deductions, income, property, and sales taxes, wage-and-hour data, 
census and other statistical enumerations and compilations, and many others. 
The operator must purchase and comply with city, county, and State permits 
and licenses. He must abide by stream and air pollution and waste disposal 
laws. He must comply with all labor laws and is often particularly affected by 
the child-labor laws since family enterprises are common. A variety of safety 
and, in some areas, sanitation laws must be followed. And he must comply with 
the forest practice laws and regulations. 
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If the Federal agencies only are to be named which govern, control, or impinge 
on the small operator’s life constantly, or intermittently, we would have to list at 
least the following : Internal Revenue Service and Social Security Administration 
(income, excise, and payroll taxes) ; Housing and Home Finance Agency, Fed- 
eral Housing Administration, Public Housing Administration, Army, Navy, Air 
Force, Farmers Home Administration (housing, construction, and procurement 
regulations, policies, standards, and specifications) ; General Services Adminis- 
tration and Corps of Engineers (procurement specifications and standards) ; 
Soil Conservation Service, Corps of Engineers, Bureau of Reclamation, Public 
Health Service and Fish and Wildlife Service, Federal Power Commission 
(flood, pollution, and watershed control, acquisitions and condemnations of for- 
est land, inland waterways regulations, rivers and harbor control, etc.) ; Forest 
Service, Bureau of Indian Affairs, and Bureau of Land Management, Depart- 
ment of Defense, Fish and Wildlife Service (timber sales and contracts and 
sundry other forestry, conservation, and wood-marketing matters) ; Wage and 
Hour and Public Contracts Division of the Department of Labor (minimum 
wage, overtime, child labor and Government contract controls) ; Interstate Com- 
merce Commission (freight rates) ; Federal Communications Commission and 
Civil Aeronautics Administration (use of industrial radio and antennas) ; Fed- 
eral Trade Commission, Bureau of Labor Statistics, Federal Reserve Board 
(business forms required by law) ; Department of Agriculture (sundry agencies 
regulating or carrying out policies in the field of quarantines, insects and pest 
control) ; Office of Defense Mobilization, and several similar agencies deriving 
delegated authority with respect to mobilization controls and planning. 

The inspectors and officials in the above fields say most of their problems 
are with the small operator, and the small operator, in turn, asks how in the 
world he can be expected to make a living with so many Government people 
continually trying to find something wrong or obtain information. 

The Government agencies are trying to be helpful but their numbers and 
their authority are so large that it appears big Government is one of the 
greatest problems of small business. 

Government actions which seriously affect the small forest products oper- 
ator, in addition to those previously mentioned, include: 

(1) The interference of the Federal Government in labor-management rela- 
tions in the railway transportation field has resulted in extensive featherbedding 
and in excessive operating costs. 

(2) Imposition of taxes on gasoline, tires, and fuel oil for off-highway use, and 
the imposition of highway-use taxes to nonhighway use. 

(3) Government procurement agencies purchase of lumber substitutes when 
wood is often cheaper and just as good or better. Grain storage bins, shipping 
containers, vehicle bridges, warehouses and residences are examples. 

(4) Some Government agencies put out inaccurate statements regarding 
wood quality and forecasting timber shortages at a time when our industry is 
concerned about the rapid growth of timber, particularly in the South. Such 
statements not only discourage consumer preference for wood but they are used 
by competing industries to reduce public acceptance of wood. 

(5) Some Government agencies are continually acquiring private forest lands, 
and the Federal Government generally refuses to sell commercial forest land to 
private enterprise. Many of these tracts not adequately managed by the Federal 
Government could sustain a small business. 

(6) Foreign trade policies and tariff interpretations which have permitted 
imports to hurt segments of the industry. Also foreign aid and other interna- 
tional cooperation programs coupled with domestic inflation have tended to de- 
crease markets for our wood products abroad. 

(7) Federal fiscal policies fail to let mortgage interest rates find their free 
market level. Manipulated rates interfere with the availability of money to 
finance the construction of houses and other buildings. 

(8) Wage-hour laws are inflationary and prevent a free flow of capital into 
areas they are designed to help. They operate to destroy small enterprises. 
Increases in minimum wag? rates have serious effects in the elimination of small 
forest products firms in the South. 

(9) The Federal income tax burden is so high as to seriously discourage the 
growth of small business. Adequate retention of earnings for business expan- 
sion is made difficult. 

Another field of tough problems for the small operator concerns timber supply. 
Many mills are in trouble due to lack of timber in areas of Government timber 
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ownership where the Government is failing to sell the full allowable cut. 
Nationwide, a substantial part of the allowable timber cut on Government lands 
goes unsold. 

In some areas dead, dying, windthrown, insect infested, and diseased trees 
that would sustain a small operator go unsalvaged and wasted. This is a great 
loss and is a serious problem for the Federal Government to solve. Federal agen- 
cies selling timber are bound by cumbersome Government property disposal 
regulations. 

The minimum acceptable price for Government timber is often based on an 
appraisal which weighs heavily such factors as: (1) top bid in an area, (2) 
integrated utilization, and (3) high efficiency in manufacture. This results in 
developing an appraised price which sets a low margin of profit for the small 
operator. 

There is much the Government timber managers can do to bring needed sta- 
bility to the industry through timber sales policies. For example, most sales are 
of such short duration that operators are kept on a hand-to-mouth basis. They 
should be able to get enough timber under contract for 3 years operation in order 
to develop stability. 

NONGOVERNMENTAL PROBLEMS 


The second major group of problems are not the fault of Government but 
are individual business management matters which daily test the business and 
technical ability of the small operator. 

(1) Financial matters and credit judgment. 

(a) Stumpage, long and lumber sellers often get in trouble selling to irrespon- 
sible buyers who do not pay their bills. Though experierices of this kind are not 
frequently repeated, they are serious when they occur. 

(b) Small operators frequently extend themselves too far on credit without 
adequate cash reserve. This can get them in trouble with a slight drop in the 
market. 

(c) Many operators know so little about bookkeeping and operating an 
efficient business they earn no more than low wages for themselves. 

2) Quality of manufacture. Some small operators turn out a high quality 
product. Many, however, lack the skill and good equipment to do so. 

(3) Public relations activities can often become highly involved and time 
eonsuming for the operator. Nevertheless, they have a direct bearing on his 
success. 

(4) Weather hazards. Small mills are continually bothered by fire, wind and 
water hazards, log and lumber deterioration, logging difficulties that result 
from the vagaries of the weather—snow, ice, mud, excessive cold or heat, 
dryness, blowdowns, slides, ete. 


EXISTING FEDERAL AIDS 


There are many Federal agencies now trying to help the small operator: 

(1) The Forest Service of the Department of Agriculture gives assistance 
on problems affecting mill design and operation, product development, market 
information, stumpage, log and lumber price information, fire matters, lumber 
seasoning, insect and disease matters, and research. 

(2) The Small Business Administration helps with loans and financial assist- 
ance; Government buying of supplies; Government sale of property, including 
timber ; relations with Government agencies; study courses, lectures and publica- 
tions on business management methods; and technical aids. 

(3) The Soil Conservation Services gives some help on logging matters along 
with helping farm timber owners on SCS districts, some of which are loggers 
and mill owners. 

(4) The Agricultural Conservation Program (ACP) last year spent $5 million 
on forest planting and tree improvement as part of a $250 million farm subsidy 
program. Many of the recipients are loggers and mill owners. 

(5) The Conservation Reserve part of the soil bank program spends many 
millions of dollars annually to subsidize tree planting on private land. Many 
loggers and mill Owners no doubt are recipients of these subsidies. 

(6) The small watershed program (P.L. 566), as a part of the conservation 
work of the Department of Agriculture, arranges for the sale and cutting of 
certain tracts of private timber which involves helping loggers and mill owners. 

(7) The Tennessee Valley Authority holds small mill conferences which 
provide training in business methods and in mill operation. It provides informa- 
tion and advisory assistance in many other ways. 
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(8) The Department of the Interior gives help to small operators in timber 
aM and in the sale of isolated tracts of Government timberland. 

(9) The Agricultural Marketing Service publishes price information on timber 
in certain areas. 

(10) The rural development program of the Department of Agriculture is de- 
signed to aid the establishment and development of small business in rural 
areas. Forest industry expansion is a part of this program. 

(11) The Departments of Commerce and Labor publish the Construction 
Review and other reports showing dollar value of construction, housing starts, 
prices, contracts awarded, wages, and other statistics on marketing, labor and 
puilding materials, 

(12) The General Services Administration provides for the sale of real and 
Sone) property which is surplus to the needs of the Government. 

(13) The Department of Commerce has statutory responsibility to foster and 
promote the economic welfare of industry and commerce. The Business and 
Defense Services Administration of the Department of Commerce has a small 
group of industrial specialists who assist individuals, companies, and their 
trade associations in solving specific problems of manufacturing and marketing 
of forest products. This agency also provides technical aid to other Government 
agencies on the lumber industry’s behalf. It issues economic studies and surveys 
useful to the forest products industries such as supply-demand reports for 
particular products, outlook studies for lumber and pulp, and market surveys 
for railroad ties and distributes them through its field organization. The 
Bureau of the Census publishes information by states on lumber production, 
species, products, manpower, value of shipments, population trends, and so forth. 
The Office of Business Economics publishes statistics on production, income, 
employment, prices and releases on economic conditions and trends. It sum- 
marizes and reports on releases of other agencies. 

The foregoing is not, of course, a complete inventory of sources of Federal 
aid, although the principal sources are given. It must be remembered that the 
Federal Government owns nearly half the Nation’s sawtimber, and is the source 
of raw material supply for many small operators. Administration of this timber 
by the Government has a great influence on stumpage prices generally and on the 
economic welfare of all dependent operators. 


EXISTING FEDERAL-STATE AID 


(1) The Federal Extension Service, working through State Forest Extension 
Services, publishes information on lumber and log markets, on prices, and helps 
on logging and mill problems. About 90 Extension foresters work through land 
grant colleges and universities and county agents to carry on an educational 
program. In 1957, they reportedly helped 618,878 owners on protection, man- 
agement, and utilization. Federal funds spent were about $350,000 which was 
matched by the States. 

(2) The Cooperative Forest Management Act provides technical assistance 
through “farm” or “service” foresters. This program provides indiv idual in- 
the-woods service to small owners. Reportedly, 314 “farm” or “service” foresters 
helped 44,494 owners in 1957. The Federal Government contributed $866,000 to 
this program which was matched by the States. 

(3) The cooperative forest fire control program helps provide organized fire 
protection to small woodland ownerships. About $10 million is spent on 400 
nillion acres through the State foresters. 


EXISTING STATE GOVERNMENT AIDS 


(1) Universities and State agencies give help on both sawmill and logging 
problems. Some publish log, lumber, and stumpage price information and also 
lists of markets available. Many of these State agencies have advisory com- 
mittees of tree farmers, loggers, mill men, foresters, etc., who guide these pro- 
grams locally. They produce locally needed information on methods, prices, 
and markets; they hold training schools and do research work to help small- 
timber owners, loggers, and mill operators. 

(2) State forestry departments in most States have foresters visit or inspect 
most logging operations. They usually know the logger’s problems and are a 
g00d source of market information for their areas. 
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EXISTING COUNTY AIDS 


(1) Some of the timber counties have forestry departments to assist the 
owners and operators and are guided closely by the needs of the local people, 
This local guidance and control helps in getting the services offered into use and 
in keeping them practical. 

EXISTING PRIVATE AIDS 


(1) Consulting foresters help loggers and mill operators on a fee basis. They 
serve as experts in appraisal work on timber sales purchases. There are also 
consultants who specialize in other phases of the business such as mill design 
and efficiency. Many make their living helping the small owners, loggers, and 
mill operators. 

(2) Trade associations exist in, all forest areas and provide the following types 
of services to all sizes of sawmill operators: 

1. Lumber grade inspection—to maintain and improve quality control. 

2. Grading schools to train employees. 
Published statistics on production, inventories, prices, and sales. 
Forestry advice. 
Industrial and labor relations advice. 
. Traffic and shipping advice. 
Check sealing of logs. 
. Safety promotion. 

9. Lumber seasoning guides. 

10. Production development, improvements, and research. 

11. Waste utilization and development. 

12. Marketing advice. 

13. Promotion of wood in the marketplace. 

The trade associations are spending millions of dollars advertising wood, 
This money is contributed by members. They are now embarking on an ex- 
panded national wood promotion program to build up consumer preference 
which will no doubt do more to help the small producers than anything done in 
past years. 

These trade associations are organized by States or regions and for pro- 
moting their particular wood products. They can be joined easily and mem- 
bers usually pay dues based on shipments. Each one can boast of accom- 
plishments of real dollar value to its members. These groups can do more 
for the independent sawmill operator than any Government agency and at no 
cost to the taxpayer. There are also associations for forest owners, Christmas 
tree producers, loggers, and so forth. 

(3) Concentration yards collect the products from small loggers and saw- 
mills and sort them into marketable units. Rough lumber may be dried, sur- 
faced, resawn, sorted, and resold by such a yard collecting from a number of 
mills. Forest run logs may be sorted for veneer, pulp, and sawlogs. These 
buyers naturally serve as the principal source of both technical and financial 
help to many small operators. 

(4) Trade journals, magazines, and newspapers are published for timber 
owners, loggers, and mill operators. Price, marketing, production, and techni- 
eal information are provided for their area of circulation. Some publish di- 
rectories of producers, buyers, and mills. 

(5) Local banks will help finance an operator who shows himself to be re 
sponsible. He can usually borrow on equipment or on logging or sawing con- 
tracts. There are some problems in using timberland as collateral that need 
additional study. Some banks have forestry departments that provide free 
advice and technical guidance to small owners and operators. 

(6) Local lumber, pulp and plywood companies are often the best source of 
current market information for the small mill owner and logger. Some large 
companies offer management services for smaller suppliers and woodland owners. 

(7) Railroads and utilities in some areas have forestry departments for help 
ing small owners and operators, 

(8) The tree farm program, sponsored by the American Forest Products 
Industries, provides a system whereby woodland owners in 44 States receive 
encouragement and advice. This well-established educational program, now 
in its 18th year, has an amazing record of accomplishment. 
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RECOM MENDATIONS 


(1) The Federal Government is not the place to look for the solution of all 
problems. The staggering costs of inflation and the maladjustments in the 
economy resulting from Federal interference cause serious impact on all busi- 
nesses. The small operator is overwhelmed, if not plagued with advice. He 
doesn’t want or need subsidies and he wants elimination of subsidies to indus- 
tries competing with wood. Efforts to reduce Federal aid should be suported. 

(2) The vigorous suport of all efforts to balance the Federal budget is es- 
sential if inflation and rising costs of production are to be curbed. 

(3) The Federal tax burden must be reduced by curtailing expenditures and 
promoting more economical and efficient operation of the Federal departments 
and agencies. 

(4) The small operator can be helped considerably by Federal Government 
through stepped-up timber sale programs including prompt salvage and sale of 
the allowable cut. Inventories and management plants should be brought up 
to date. 

(5) Trade association activities to help small operators to help themselves 
by improving markets, quality of manufacture, and technical and business skills 
should be supported. These associations and the Government should cooperate 
more fully on these and related matters. 

(6) County, State, university, and local groups can give help on markets and 
prices, if needed, much better than the Federal Government. Where the need 
exists, they should be encouraged to do so. 

(7) Appropriate action should be taken to study and find solutions to the 
several other problems previously enumerated, i.e., the burden of Government 
reports, freight rates, motor vehicle fuel taxes, Government procurement, Govy- 
ernment statements regarding the quality and supply of timber, Government 
land acquisitions and disposals, foreign trade and tariff policies and mortgage 
interest rates. 

(8) One final matter which came up at the January 31, 1959, hearing should 
be mentioned. Several witnesses testified in opposition to proposals being dis- 
cussed in Congress that the minimum wage under the Fair Labor Standards 
Act be increased. Considerable discussion regarding this subject took place 
and some misunderstanding concerning the effects of the minimum-wage pro- 
vision was evident. We believe that any effort to increase the minimum wage 
rate or decrease the maximum weekly hours under the wage-and-hour law 
should be firmly resisted. There is compelling evidence that this law has con- 
tributed to unemployment, reduced earning power, destroyed small enterprises, 
stifled competition, and injured local and regional economies. This viewpoint 
is explained and documented in a statement the Nationa] Lumber Manufac- 
turers Association submitted at hearings on proposed legislation to increase the 
minimum wage before the House Committee on Education and Labor, 84th Con- 
gress, Ist session, June 1955. It is available in the published hearing report 
together with many other statements of similar nature by representatives of the 
lumber industry. 

We will appreciate your earnest consideration of the foregoing views. 

Sincerely, 
R. M. Ineram, President. 


APPENDIX 14 


STATEMENT OF V. W. CoTHREN, ForrestRy CONSULTANT, SOUTHERN PINE INDUSTRY 
COMMITTEE, NEW ORLEANS, La. 
FEBRUARY 13, 1959. 
Hon. JoHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
Senate Office Building, Washington, D.C. 


Dear SENATOR SPARKMAN: The Southern Pine Industry Committee, repre- 
senting the entire southern pine lumber manufacturing industry, is predomi- 
hantly small business. Therefore, this committee feels a deep responsibility to- 
ward all matters concerning the policies and actions of your committee as they 
telate to the lumber mills which we represent. 

Although we had planned to attend the proposed hearing tentatively set for last 
month in north Alabama, it was not possible for us, as a committee, to be repre 
sented at the Washington, D.C., hearing January 31, 1959. 
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We understand your committee’s primary concern is (1) what the committee 
can do to help small business; and (2) what the Government does that may not 
be in the best interests of small business. Since we are informed that the record 
will be held open until February 15 for prepared statements, we hope the fol- 
lowing comments will be included in the record: 

(1) All business today is subject to varying degrees of influence from the 
Federal Government. The national forests are in competition with private land- 
owners who grow timber, and the private owner’s stumpage sales price is in- 
fluenced by national forest timber sales. 'The effect of this would be reduced if 
the Forest Service would sell their full allowable cut at regular intervals so that 
prospective purchasers could plan their operations more intelligently. The U.S, 
Forest Service, to make its proper contribution to the economy and sustain the 
lumber mills wholly or partially dependent -on this source of supply, should 
conduct its appraisal and pricing systems on a realistic basis. 

(2) The recent increase in the minimum wage forced many mills in the 
South, especially those of the marginal type, to discontinue manufacturing 
lumber. Any further increase would aggravate this situation and cause many 
more mills to cease operation, thereby seriously affecting the local economy 
and eliminating markets for the timber grown on small forest holdings. Rising 
operating costs as well as increased costs of supplies and equipment make it 
more and more difficult for mills to absorb increased manufacturing costs, 
Present market conditions, as well as growing competition from substitute ma- 
terials, portend the economic unfeasibility that further increased costs cannot 
be passed on to the customer. 

(3) Privately owned forest land is being subjected to increasing demands 
for electric, gasline, and road rights-of-way, for flood control, and military uses, 
Although the owner is paid the appraised value for this lost forest land, it 
is impossible, in most instances, to replace the loss with comparable forest 
land. Our industry would welcome the opportunity to work with congressional 
committees to fully explore the effects of such land condemnation on existing 
manufacturing plants and forest ownerships. 

(4) Banks and insurance companies have materially expanded their services 
in making loans on timberland to persons who have demonstrated themselves 
to be good risks; however, this service could be expanded even more if Federal 
banks were permitted to lend more than 40 percent of the appraised value of 
timber, as now limited by present regulations. The increased effectiveness of 
State forestry commissions in fire control has made standing timber a safer 
risk as collateral. We do not believe there is any need at present for the Federal 
Government to provide loans on timberland. 

(5) The recent increased tax on motor fuel and truck tires creates an unjust 
burden on lumber manufacturers, especially the marginal operator, and other 
forest landowners in that there is no provision for a tax refund based on the off- 
highway use, even though their trucks travel often over privately constructed 
and maintained roads. 

(6) Lumber manufacturers are already burdened with varied and complex 
forms from several different branches of Government, which require time, worry, 
and expense. More often than not, the requests call for similar data, and it is 
recommended that forms be consolidated and held to the irreducible minimum. 

(7) A review of the Superior, Wis., hearing reveals expressions for Federal 
price reporting of forest products. Forest products are not homogeneous and 
cannot be effectively and economically classified as to value because value varies 
with tree size, growth characteristics, distance from manufacturing facilities, 
number of trees per acre to be removed and the topography that affects logging 
cost. Several State forestry departments and State extension services, as well 
as consulting foresters, industry organizations, and others, publish information 
on stumpage prices of previous transactions. This information is readily avail- 
able to those interested. 

The U.S. Forest Service regularly publishes information on national forest 
stumpage sales. Stumpage prices are subject to rapid fluctuation, sometimes 
from day to day, and by the time the prices are compiled they are out of date. 

(8) Subsidies in the form of cash payment for practicing good forest man- 
agement are not necessary and create unfair competition for those not receiving 
or choosing to accept a Federal subsidy. Forest management has progressed 
at a phenomenal rate because it has become profitable, and unfair competition, 
like Federal subsidies, hinder rather than stimulate progress. 
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The southern lumber industry embraces many thousands of small units. Many 
of these firms have been in business for a long time, and are making a sub- 
stantial contribution to the economy of the South and to the Nation. Any 
action affecting the industry should be carefully analyzed to insure that it 
will help rather than hurt these small individual business enterprises. 

Respectfully, 


V. W. CotHREN, Forestry Consultant. 


APPENDIX 15 


SUPPLEMENTAL STATEMENT OF TRI-STATE PULPWOOD COOPERATIVE ASSOCIATION, 
WESTERNPORT, MD., TO THE SENATE SMALL BUSINESS COMMITTEE, SUBMITTED BY 
JAMES A. CAREY, FRostsurG, MD., SECRETARY 


The membership of our association is primarily engaged in producing and sell- 
ing timber products, pulpwood being the largest in volume. Over the years we 
have had a great deal of difficulty in making a living from cutting and selling 
pulpwood and are very desirous that the committee get a real understanding of 
our problems. 

In reading over the hearings at Superior, Wis., and in listening to them here 
in Washington, D.C., on January 31 it is-very clear that many of the people who 
spoke are really speaking for the bigger companies although they tried to identify 
themselves as independent loggers and operators. Our real problems were only 
brought out by Mr. Hetz and Mr. Seott and the Farmers Union. Most of the 
others gave the idea that things were all right. 

If the Senators of the committee would make a real investigation of our prob- 
lems they would find that there are a lot of poor people having a very hard time 
and not much relief in sight for them unless it comes from your committee. 
Here are a few of our difficulties : 

1. Cost of production.—To cut and haul a truckload of 4 cords of pulpwood to 
the paper mill costs as follows: 





Beumpage: BP per cord. 2 cows ere Sa Le $8. 00 
Gating’ labor; $4.50 Hert cord.22622 20 Ua ae ae 19. 20 
meeeaing. @r.00 per wore o. L20 te od a ee I ae 22. 00 
Compensation insurance, $1.32 per cord........_-_---_-.L--2- +s 5. 28 
meuckineg SO per cor@oes yo Ses Se ete a A 20. 00. 

‘ou Gomes. oS ee a Sel ee 74. 48 


2. Returns from pulpwood.—The price for this wood is $15.40 per cord or a 
total of $61.60, leaving a net loss of $12.84 or $3.21 per cord. The only reason 
that pulpwood is produced under these conditions is that substandard wages 
must be paid. 

3. Wages.—In reading the statements made at Superior, that men were making 
big money cutting pulpwood is simply not true around the eastern mountain 
country as we have checked around other pulpwood areas. It isn’t true around 
the Lake States either as many of those present challenged the statements made 
by the company men. The pulpwood cutter is just giving his pulpwood to the 
paper mill. He cannot make a living under these conditions. 

4. Prices.—As we told you at the Washington hearing our prices have stayed 
pretty near the same for 14 years. They went up just a dollar over that time 
while everything else went way up. The committee should find out if there 
isa monopoly element in this. It looks like it. 

5. Forestry.—We cannot practice good forestry on our lands under these con- 
ditions. The low prices are forcing us to strip off everything as we go in spite 
of the fact that we don’t want to do this. 

6. Markets and price reports.—The mill people are all trying to stop reporting 
of pulpwood prices because they must be afraid of something. They don’t say 
what. Why can’t the U.S. Department of Agriculture report prices of timber 
products just like they do hogs, poultry, grain, and other farm products? Why 
shouldn’t the timberman and the forest owner have up to date price information 
like everyone else? The company men don’t say. It would be interesting to 
find the real reason. 
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RECOM MENDATIONS 


1. It is recommended that the Secretary of Agriculture begin at once to collect 
and distribute the current prices of all forest products including sawlogs, lum- 
ber, pulpwood, and others, and to issue reports on market conditions at quarterly 
intervals for both timber producers and individual landowners. 

2. We suggest that where an individual acts as a forest products dealer that 
the States require a licensing to assure the maintenance of fair buying and 
selling standards. 

3. We recommend that the Federal and State gasoline taxes be returned to 
timber producers for that portion of their truck mileage performed on private 
logging roads. 

4. It is recommended that the credit programs of the Federal Department 
of Agriculture and the Small Business Administration be so handled as to make 
working capital and investment credit available to timber producers so that it 
is not necessary for them to have to borrow on other kinds of personal property 
to get a loan. At present the lack of credit forces premature sales of timber 
and pulpwood and green lumber. 

5. It is strongly recommended that a Senate investigation be made to deter- 
mine the reasons for the low level of pulpwood prices when compared to other 
prices which timber producers must buy (including paper ). 

6. It is also recommended that arrangements be made to assure that timber 
producers cooperative associations be given the right to contract with the tim- 
ber companies which buy their wood without being forced out of business. 


APPENDIX 16 


STATEMENT OF R. E. BropericKk, EXECUTIVE SECRETARY, NORTHEASTERN LUMBER 
MANUFACTURERS ASSOCIATION, INC., NEW YorK, N.Y. 


The Northeastern Lumber Manufacturers Association, as the name implies, is 
a trade organization of lumber producing companies located in the States of 
New York, Pennsylvania, Massachusetts, Vermont, New Hampshire, and Maine. 
This association has been in continuous existence for 27 years. The territory 
accounts for about 4 percent of the total U.S. lumber production, about haif of 
which is hardwood lumber (birch, maple, beech, cherry, ash, elm, oak, etc.) and 
half of which is softwood lumber (pine, spruce, hemlock, etc.). 

About 2,000 individual mills account for this production. They are almost 
all small businesses; the majority of them being owner operated and managed. 
The average annual production per mill is about 1% million board feet. The 
average size mill employs a total of about 25 men. 

The lumber industry had its beginning in the Sfate of Maine more than 350 
years ago. Many of the operations are now being run by third and fourth gen- 
eration lumbermen. Over the years, they have had as many business difficulties 
as any other group of small businessmen could have had By their continuing 
ingenuity and hard work, they have prospered and kept their facilities and 
business practices up to date. By and large it is a healthy industry, still serving 
the lumber trade with honestly made, high quality products. 

Many of the companies own and operate timberlands in stri¢et accordance with 
good forestry practice; but it is necessary for all of them to supplement their 
raw material supply by purchasing logs and timber from farmers, landowners, 
and other local sources of supply. 

The industry, though small volumewise, is very important to the economy of 
the Northeast. Timber is a cash crop that provides continuing and certain in- 
come to many thousands of workers and their families. The production and 
distribution of lumber, and lumber products, provides for many additional thou- 
sands of people. 

As we understand the purpose of your committee, it is to learn the kind of 
program, or programs, of legislation that may be desirable and helpful to the 
independent logging and sawmill industry. Furthermore, to determine what 
legislation, if any, is presently detrimental to small business. 

Lumbermen are traditionally rugged and independent individualists. They 
are so by necessity. They ask for no special treatment. They want to remain 
independent, therefore, want no subsidies. They believe in individual free enter- 
prise, and are therefore opposed to the formation of tax-free cooperatives. They 
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are firm believers in the law of supply and demand and do not see any necessity 
whatever for Government-sponsored “marketing reports,” because such informa- 
tion is presently readily available. They believe in “the survival of the fittest,” 
and more than 350 years of history has proven their belief, for a healthy industry 
still exists. 

The northeastern lumber industry receives much scientific, technical, and 
practical assistance from the U.S. Forest Service, the Northeastern Forest Experi- 
ment Station, and the Business and Defense Services Administration of the 
Department of Commerce. Therefore, the northeastern lumber industry urgently 
suggests that the Select Committee on Small Business of the U.S. Senate can 
be most helpful by using its influence to see to it that the above mentioned organi- 
zations have the necessary funds to continue and expand their activities. 


APPENDIX 17 


STATEMENT OF THE TEXAS LUMBER MANUFACTURERS ASSOCIATION, CAMDEN, TEX., 
SUBMITTED BY THOMAS L. CARTER, PRESIDENT 


Hon. JOHN SPARKMAN, 
Chairman: 

This statement is being presented by the Texas Lumber Manufacturers Associa- 
tion the membership of which represents 16 sawmill and planing mill firms and 
12 other firms closely allied to the timber, sawmill and planing mill industry in 
the States of Texas, Arkansas; and Eoutsiara. Of the 16 sawmill and planing 
mill firms 75 percent represent small business as defined by the Small Business 
Administration. There are several questions on which the Select Committee 
on Small Business is endeavoring to assemble information; this statement will 
show the viewpoint of this association relative to each subject category based 
upon the circumstances, facts and conditions as they exist in this section. 

On the subject of price reporting, no need exists for a Federal price reporting 
system since there is sufficient information available from the various associa- 
tions and the State agencies in Texas. 

The question has arisen of whether or not to offer credit to the independent 
logging contractor and the small sawmill operator of the nature of the credit 
from Federal sources which is available presently under regulations and programs 
pertaining to certwin segments of the farm industry. During the years since 
1945 there has been a steady increase in the number of independent logging 
contractors in this area due to the increased demand for their services. The 
year-around activity of the independent logging contractor is conducted on an 
efficient basis with great strides in the improvement of practices and in the 
increased use of a balanced logging unit utilizing considerable mechanized 
equipment. 

To service the credit needs of the independent logging contractor in east 
Texas there are the local banking and loan facilities which consider this con- 
tractor an important segment of the area business economy and a substantial 
portion of the banking facilities’ loan volume. The banks have always recognized 
the desirability of working with the reliable independent logging contractor. It 
should be pointed out here that any Federal encouragement and assistance for 
increased logging facilities would only dilute the volume of business that is 
presently being conducted by the independent logging contractor and serve no 
useful purpose whatsoever inasmuch as the independent logging contractors are 
presently fulfilling the present market demand. 

There is also a very good working relationship between the existing credit 
facilities and the small sawmill. With the practice being very common to extend 
credit on inventories and invoices for immediate or term borrowings. 

The subject of marketing of sawlogs has always been a local consideration 
with each region. In east Texas and the surrounding area there is no lack of 
market for sawlog production. 

On the subject of subsidies to the timber and pulpwood industries, this asso- 
ciation is opposed to the theory and practice of subsidies in any form ; witness the 
continually mounting difficulties of the practice of subsidies in the other agricul- 
tural pursuits. At no time can any government body enter actively into a phase 
or segment of an industry with subsidies, credit, and the resulting regulations 
accompany these facilities without effecting restrictions and a dampening of 
the activity, latitude, development, and continued expansion of that industry. 
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It has also been demonstrated that there is no need for additional Federal 
funds for research into the processes for the expanded utilization of the products 
of the forest. Private industry has shown the desire to utilize the forest re 
sourees when it is demonstrated that the raw material is available. In east 
Texas and surrounding areas in the past few years several new plants have been 
established for the continued and increased utilization of the available forest 
products. 

I might suggest that if the Select Committee on Small Business is trying 
te gather information which would be of eventual help and assistance to the 
logging industry and sawmill industry not only in Texas but in all of the 
forested regions of the United States it might look into the policies and practices 
of Federal acquisition of private forest lands for Federal projects such as power 
dams where it has been conclusively demonstrated that the power features of 
many such dams are uneconomical. Here, there is no contest with the proposi- 
tion that proper surface water conservation and control practices should be 
entered into, but there is great question and concern as to the extent of some 
of the practices. It seems to be extremely difficult for some groups and indi- 
viduals to realize, and this does not exclude the legislative bodies of this Nation, 
the impact to be felt in the future by removing from production the acreage 
required for many of the Federal projects which very often are of a political 
nature. 

In addition to the dam projects, either Federal or local, the forest industry 
is gravely concerned over the removal from timber production of land under the 
right of eminent domain for such purposes as transmission pipelines, high lines, 
highways, and other such purposes. The acreage removed from timber pro- 
duction for these purposes is staggering. It is not to be construed that the 
Texas Lumber Manufacturers Association and this industry is opposed to the 
considered development of land for the above uses but definitely to the contrary. 
The Texas Lumber Manufacturers Association supports such development such 
as is substantiated by the facts. 

Considering all circumstances it is felt that this area is in reasonably good 
eondition which condition could not be aided through the use of Federal so-called 
assistance or intervention in any form. 


APPENDIx 18 


LetrreR From C. Bower, INDEPENDENT LOGGING CONTRACTOR, BUNA, TEX. 


FEBRUARY 10, 1959. 
Hon. JOHN SPARKMAN, 
Chairman, Senate Small Business Committee, 
Senate Office Building, Washington, D.C. 


Dear Mr. SPARKMAN: I, as an independent logging contractor, do not feel 
commodity credit loans nor subsidies are necessary to enable independent logging 
contractors in east Texas to carry on their logging operations. 

Yours truly, 
C. Bower. 





APPENDIx 19 


LETTER From R. A. WEATHERFORD, INDEPENDENT LOGGER AND PULPWOOD 
CONTRACTOR, CAMDEN, TEX. 


FEBRUARY 12, 1959. 
Hon. JOHN SPARKMAN, 
Chairman, Select Committee on Small Business, 
U.S. Senate, Washington, D.C. 


Deak Sire: Being a small business owner, in East Texas as an independent 
logging and pulpwood contractor, I feel it is my duty to inform you as to how I 
stand on Federal Government aid to my business. 

I have been in business for myself since 1947 and now operate $75,000 worth of 
equipment financed by local banks and finance companies, at a fair rate of 
interest and these same firms would be pleased to extend more credit should it 
be necessary. 





e] 
ng 


ent 
wl 


1 of 
. of 
d it 


INDEPENDENT LOGGING AND SAWMILL INDUSTRY 235 


May I go on record as saying we do not need Federal Government aid, with 
restrictions that could prevail. 
I would be pleased to furnish more information as to my situation at your 
request. 
Respectfully, 
R. A. WEATHERFORD. 


APPENDIX 20 


THE First NATIONAL BANK, 
Livingston, Tex., February 10, 1959. 
Senator JoHN SPARKMAN, 
Chairman, Senate Small Business Committee, 
Senate Chamber, Washington, D.C. 


Dear SENATOR SPARKMAN: It is our understanding that the Small Business 
Administration is considering extending their field of financing to include loans 
to small sawmills and to contractors engaged in cutting and hauling logs to 
sawmills. The financing of this type is, in our opinion, being adequately taken 
eare of by the commercial banks, and we feel there is no necessity for the Small 
Business Administration to include such financing in their scope of activity. 

Certainly this bank, and I believe that all commercial banks situated in saw- 
milling areas, are ready and willing to make sound loans to worthy individuals 
who desire to engage in sawmilling and the logging contracting business and who 
are competent in those fields. 

Yours sincerely, 
ALLEN PEEBLES, President. 


APPENDIX 21 


THe First State BANK & Trust Co. oF LUFKIN, 
Lufkin, Tew., February 12, 1959. 
Senator JOHN SPARKMAN, 
Chairman, Senate Select Committee on Small Business, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR SPARKMAN: It has come to my attention that the Senate Select 
Committee on Small Business is making an attempt to make financing avail- 
able for small logging and timber contractors. 

It is my opinion that financing for the small contractors and timber growers 
of this is not necessary. For successful operators of this type, I think there 
is ample local financing to take care of this situation. Since we are in the 
midst of the pine timber belt of this area, I feel that reliable lending institu- 
tions have personnel that are adequately acquainted with this type of opera- 
tion and would and are making advances on operations that could prove them- 
selves profitable. 

I would be pleased if you would enter this in your Senate Journal on this 
particular subject. 

Very truly yours, 
J. F. Burris, Vice President. 


APPENDIX 22 
Drso_t STATE BANK, 


Diboll, Tewx., February 12, 1959. 
Senator JoHN SPARKMAN, 


Chairman, Senate Select Committee on Small Business, 
Senate Office Building, Washington, D.C. 
DEAR SENATOR SPARKMAN: In our community loans are available to reputable 
small logging contractors. 
I do not feel that they need financial help from any Government agency. 
Yours truly, 
C. J. Hanxs, Vice President. 
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APPENDIX 23 


CoMMERCIAL NATIONAL BANK, IN NACOGDOCHES, 
Nacogdoches, Tez., February 18, 1959. 
Hon. JoHN SPARKMAN, 
Chairman, Senate Select Committee on Small Business, Senate Office Building, 
Washington, D.C. 

DeaR Mr. SPARKMAN: Your January 31 hearing has come to my attention 
and as one of the affected parties, I want to express my views. 

The bank I represent has been in the business of financing sawmills and 
logging operators, among other activities, for all of its 58 years of existence. 
During the 30 years that I have been associated with this bank, I am quite sure 
that no credit-worthy sawmill or operator has been unable to get loans that his 
financial strength and character would justify. During some of the latter 1940’s, 
we made loans in excess of $1 million per year to such interests. These figures 
would represent about one-fourth of our total loans for those years. 

We are in a area that has over 60 percent of its land classified as forest lands. 
It is my opinion that any additional means of financing timber enterprises are 


not needed in this area. 


Respectfully yours, 
THos W. Baker, President. 


APPENDIX 24 


THE Stone Fort NATIONAL BANK OF NACOGDOCHES, 
Nacogdoches, Tez., February 13, 1959. 
Re small business loans to small sawmill operators and logging contractors. 
Hon. JoHN SPARKMAN, 
Chairman, Senate Select Committee on Small Business, Senate Office Building, 
Washington, D.0. 

DEAR SENATOR SPARKMAN: It is my opinion that there is no necessity for the 
Federal Government making loans available to small sawmill operators and 
logging contractors through the Small Business Administration. 

Adequate private financing is available here to small sawmill operators and 
logging contractors who are responsible, and they can be taken care of by banks 
and other lending agencies and private capital. 


Yours truly, 
E. W. Monk, President. 


APPENDIx 25 


A SUPPLEMENTAL STATEMENT TO THE SENATE SELECT COMMITTEE ON SMALL Busi- 
NESS SUBMITTED By J. WALTER MYERS, JR., EXECUTIVE Director, Forest F'Arm- 
ERS ASSOCIATION, ATLANTA, GA., FEBRUARY 20, 1959 


During the course of testimony presented at public hearings of the Senate 
Select Committee on Small Business on Saturday, January 31, 1959, several 
statements were presented on the problems of sawmill and logging operations 
which tended to give a picture of the South—as a whole—at a considerable 
variance from documented facts. 

Our association—as a voluntary, nonprofit organization of timberland 
owners and operators in the South, made up primarily of small owners and 
operators—takes issue with a number of these statements, and finds many 
inaccuracies in the undocumented figures, chart, etc., presented. Hence this 
supplemental statement. 

First, let me mention that a sizable number of small timber dealers, pro- 
ducers, and processors belong to the Forest Farmers Association, either as land- 
owning members or associate members. These people who are members of our 
organization are independent operators in the truest sense of the word, and 
speak and act freely on matters affecting their interests. The mere fact that 
they belong to an organization such as the Forest Farmers Association serves 
to demonstrate their independence. In addition, there are a number of national 
organizations and other regional groups, as well as our own, counting many 
independent timber dealers and producers in their membership. 
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One statement indicated that pulpwood producers go around 98 percent of 
the time poorly clothed and that many live in substandard housing—the inference 
being that producers as a group receive substandard wages. That definitely is 
not the case in the area served by the Forest Farmers Association. An exact 
figure on average income for pulpwood producers is not immediately available, 
but recent studies by the U.S. Bureau of Labor Statisticse reveal that woods- 
workers and their supervisors—in small as well as large crews—average about 
$1 per hour. 

Another statement was made that the price of pulpwood stumpage has stead- 
ily declined. I cannot find any basis for this information, and to the contrary 
find the price of stumpage has risen steadily. The U.S. Forest Service, region 8, 
Division of State and Private Forestry, Atlanta, Ga., has records which indicate 
southern national forest timber sales of pine pulpwood as far back as April 
and October 1938, at prices ranging from $1 to $1.08 per 128 cubic foot cord, 
stumpage. Prices today for similar volumes of pulpwood stumpage range on the 
average from $4 to $6. This indicates that the price of pulpwood stumpage 
over the South has gone up four to six times in 20 years. 

In one statement a witness said that the pulpwood prices received per cord 
by producers were $13.50 for hardwood and $14.50 for pine in 1945. What was 
not mentioned was the number of cubic feet in that 1945 cord. Since that 
witness was from the Covington, Va., area, it seemed likely he was referring 
to local sales. A check by the Forest Farmers Association revealed that wood 
in the Covington, Va., area was bought on the basis of 160 foot cubic cords in 
1945, and that currently it is bought on the basis of the standard 128 cubic foot. 
It would appear that the witness may have overlooked this in his statement 
and figures, if his figures were based on the Covington, Va., area. 

Certainly, such figures do not apply in other areas of the South. A check 
of a representative mill on the Georgia coast indicated that one company paid 
$7.30 to $8.20 for standard 128 cubic foot cords of pine pulpwood f.o.b. rail- 
head in 1944; and today, 1959, they pay $15.25 for 128 cubic foot cords of pine 
pulpwood, f.o.b. railhead. Various figures f.o.b. railhead can easily be verified 
from the mills and producers. 

A statement was made—without substantiation—that wood purchased by 
weight at one place in the South, location not disclosed, was causing a $2-per-cord 
reduction in price received by producers over wood formerly sold on a cubic- 
volume basis. Purchase of pulpwood by weight equivalents is a very practical 
way to buy and sell wood, and this method of measurement is growing in use. 

The U.S. Forest Service has done quite a bit of research in this field, and 
published information on weight equivalents of cords is included in the Forest 
Farmer Manual, page 103, 1958 edition (a publication of the Forest Farmers 
Association). Latest information can also be obtained by writing the Forest 
Utilization Service, Southeastern Forest Experiment Station, Federal Building, 
Asheville, N.C. Questions such as this can easily be resolved by checking exist- 
ing information available from both public and private agencies. 

One witness indicated that large companies could supply all of their wood 
needs for years to come, off their own lands—this is an extremely unlikely 
statement. In the 15 Southern States served by the Forest Farmers Associa- 
tion, roughly 9 out of every 10 acres is owned by private individuals—this in- 
cludes the witness’ home State of Virginia. The large companies, including the 
pulp and paper companies, in the South currently are forced to buy roughly 75 
to 80 percent of their wood requirements from noncompany lands. 

These figures can be verified from the Timber Resource Review recently re- 
leased by the U.S. Forest Service. 

Another statement was made that ‘“* * * the condition of the small forest 
people has been brought about by lack of any organization for the small logger, 
pulpwood handlers, and timber landowners * * *” Apparently, that witness 
is not aware of the Forest Farmers Association, 66 11th Street N.E., Atlanta, 
Ga., founded in Valdosta, Ga., in 1941; and which has been represented at over 
50 congressional hearings during the 18 years since its organization. In addi- 
tion, its officers and directors have served on innumerable advisory and study 
committees so that the viewpoint of the small forest owner and operator could 
be better represented. There are many other organizations also which include 
sizable groups of independent timber dealers and producers in their membership. 

During the course of the hearing a number of recommendations were men- 
tioned by various witnesses. Some were desirable and practical. Certain other 
recommendations seemed undesirable, impractical, or not pertinent to the 
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primary purpose of the hearing—to determine the problems of the small saw- 
mill and logging operators, and to gather suggestions on positive remedial action 
for alleviating such problems. 

Because it is the feeling of the Forest Farmers Association that certain 
ef these comments and suggestions do not represent the feelings of the ma- 
jority of small forest owners and operators in the South, and because time at 
the hearing did not permit our spokesman to reply, the reaction of the Forest 
Farmers Association to certain of these recommendations is given here. 


THE RECOMMENDATIONS ON WHICH WE WISH TO COMMENT ARE AS FOLLOWS 


“An agency should exist to advocate and be prepared to assist and advise the 
small independent wood handlers and timber landowners on the value and pro- 
cedures of presenting their problems to the public; seeking support for legisla- 
tion beneficial to them; and exchange of pertinent information.” 

Comment: The Forest Farmers Association was designed and activated exact- 
ly for these purposes and has been functioning for the past 18 years. The For- 
est Farmers Association and other existing regional and national groups can 
adequately handle these functions without setting up additional groups, dupli- 
cating their aims and purposes. 

“Limit the amount of forest acreage to be owned by corporations, thereby 
preventing monopolistic control of timber land.” 

Comment: Nine out of every 10 acres in the South is still owned by private 
individuals, as indicated by the Timber Resources Review of the U.S. Forest 
Service. A careful study will show that any shift has been mainly between 
larger ownership groups, and has not materially altered the overall pattern. 
Under such circumstances this proposal is not felt to be pertinent nor necessary. 

“Give priority rights to small independent operators in public timber sales.” 

Comment: A policy matter to be determined by the Federal Government; al- 
though most timber sales of pulpwood are already made to private producers, 
not companies. 

“Place forest products in a similar category as other agricultural products 
on a parity bases.” 

Comment: Generally, there is a good and very stable market for timber prod- 
ucts in the South. Our big problem is one of supplying an ever-growing market 
with increasing demand for our timber. Our group feels that an artificial system 
of parity supports and payments is completely unnecessary and would serve 
no useful purposes. 

“Regular current price reporting service.” 

Comment: The Forest Farmers Association feels that the free flow of price 
information is important but that a Federal price-reporting service would be 
meaningless since sawmill and logging operators, and forest landowners would 
not have access to all markets reporting, covered in further detail in previous 
testimony. 

“Consideration on gas tax and truck license for the many miles used on 
private logging roads.” 

Comment: Any savings from exemption on gas and truck tax would be rather 
insignificant ; and the Forest Farmers Association does not feel that such special 
privilege tax status for its owners and operators would make for a desirable 
or healthy situation. 

“Establish open competitive pulpwood markets in various regions so that the 
seller not the buyer has something to say about the price of his commodity.” 

Comment: The rapid development of independently operated woodyards over 
the South is providing such an open competitive market. Meanwhile, there are 
68 pulpmills in 12 Southern States—averaging more than 5 mills per State— 
with more mills building; not to mention the lumber, poles and piling, veneer 
and other wood-using industries. The wood requirements of these mills make for 
ever-increasing markets for our timber. Our problem is to grow more wood per 
acre to continue supporting these demands. Competition for wood is providing 
an adequate price for timber. 

“If wood is scaled, establish specific rules to be used as a yardstick so as to 
avoid unilateral decisions of the buyer.” 

“(a) If wood is bought by weight, a Government agency to make a complete 
study and develop a standard weight for each region to substitute for the 
present buyers variable standards.” 
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Comment: Existing volume scales are already a matter of public knowledge and 
use. Volume tables are available from U.S. Forest Service on request. Local 
customs usually determine scale used, and full information is available to all. 
The U.S. Forest Service already has weight-volume relationship studies under- 
way, as previously mention. Additional work would be valuable and should be 
encouraged. 

“Study pulpwood buying in an attempt to spread out the marketing period 
and eliminate the present feast and famine conditions.” 

Comment: The market situation, generally, over the South is a stable one. 
We consider this point not applicable to our area. 

“Make actual contracts between buyers and sellers to contain certain firm 
commitments.” 

Comment: Unquestionably, contracts are valuable between landowners and 
purchasers of wood products. No wood should be cut without a firm prior com- 
mitment from a purchaser. No difficulties between producers and dealers, and 
dealers and companies have been brought to our attention by producers or 
dealers belonging to our association. 

“Change the necessary laws so that the pulpwood buyer has to bargain collec- 
tively with those securing and delivering the wood.” 

Comment: Present dealer-producer system is working well in the South, 
and apparently to the satisfaction of the majority of producers and dealers; 
therefore, we see no reason to recommend change. 

“Make all workers in the woods come under the protection of the Fair 
Labor Standards Act regardless of number involved. Existing exemptions 
create the possibility of subterfuge which deprives these workers of the same 
rights and protection as other workers.” 

Comment: Actually, all workers are already covered by some features of the 
Fair Labor Standards Act. Partial exemptions are allowed certain small opera- 
tors, mainly to lighten the amount of paperwork details required of them. And 
this is most helpful. Due to the scattered condition of southern forests, it is 
generally impractical to work large crews. Bookkeeping difficulties and fac- 
tory clock-punching records are highly impractical in a wocds situation with 
small crews, where a piecework and production basis are the best methods of 
paying for labor. Also, weather—rain, floods, cold, and so forth—frequently 
causes interruptions not encountered in regular factory-type situations. As 
previously mentioned, these workers are already receiving the minimum wage, 
or better. 

In summary, as an organization of small timberland owners and operators, the 
Forest Farmers Association wishes to point out that our people have their 
problems—but these problems are not ones that can be solved by more Govern- 
ment control—actually that is one of our biggest problems, already: too many 
records to keep, and forms and questionnaires to fill out. We appreciate this 
good committee’s motives in seeking to help us—but, perhaps, the best help that 
it could extend is to let us continue to work out our own problems. 


APPENDIX 26 


LETTER AND STATEMENT FROM THE Forest Service, U.S. DEPARTMENT OF 
AGRICULTURE, SUBMITTED BY Hon. TruE D. Morse, AcTING SECRETARY 


WASHINGTON, D.C., February 27, 1959. 
Hon. JoHN J. SPARKMAN, 
Chairman, Select Committee on Small Business, 
U.S. Senate. 


DEAR SENATOR SPARKMAN: In compliance with Mr. Stoddard’s request of 
January 19, 1959, to the Forest Service and its letter of January 21, 1959, we 
transmit herewith a statement by the Forest Service for inclusion in the record 
of the hearing of January 31, 1959, held by the Senate Small Business Committee 
regarding the problems of small sawmill and logging industry. Three copies of 
the statement are enclosed. 

This statement covers only limited factual aspects of the problems of improv- 
ing the efficiency of small sawmills and should not be construed as a complete 
coverage of the topic by the Forest Service. The statement does serve to point 
out some of the main aspects of the problem. 

Sincerely yours, 


TRUE D. Morse, Acting Secretary. 
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STATEMENT FILED AT CoMMITTEE’S REQUEST BY THE Forest Service, U.S. DEPaRt- 
MENT OF AGRICULTURE FoR Recorp or Hearincs HELD JANUARY 31, 1959, BY 
THE SELECT COMMITTEE ON SMALL Business, U.S. SENATE, ON THE PROBLEMS 
OF INDEPENDENT LOGGING AND SAWMILL INDUSTRY 


The following statement is directed to the specific problem of improving the 
efficiency of small sawmills. The statement serves to point out some of the main 
aspect of this specific problem but it should not be viewed as a comprehensive 
discussion of the subject. 

The Bureau of Census estimates that in 1956 there were some 46,420 sawmills 
in the United States with a total annual production of 37.7 billion board feet of 
lumber. There were 250 large mills that accounted for about 30 percent of the 
annual production. Some 1,500 intermediate-size mills—i.e., mills producing 
from about 18,000 to 120,000 board feet per day—accounted for another 30 
percent of the annual cut. 

In general, these large- and intermediate-size mills have modern equipment, 
are efficiently operated, and produce a good product. Most have competent 
management and are sufficiently large and well financed to keep abreast of new 
developments, including improved mechanization, and to employ technicians and 
skilled labor trained in the maintenance and operation of sawmill equipment. 

The problem area in the sawmill industry chiefly concerns the 44,670 small 
mills that, in the aggregate, produce 40 percent of the Nation’s lumber. They 
range in size from mills producing about 18,000 board feet per day and employ- 
ing about 25 men, down to mills that cut less than 5,000 board feet per day with 
less than 10 men. Many of the small mill operations are intermittent or 
seasonal, depending on market conditions and alternative opportunities in other 
activities such as farming and logging. 

Some of the small mills are well equipped, efficiently operated, and produce a 
high-quality product. Most small mills, however, have poor equipment, even 
poorer maintenance, and are inefficiently operated. These mills generally do 
not realize the grade or yield potential of the raw material used. They produce 
large volumes of inaccurately sawed, low-grade lumber that must be reworked 
into graded, merchantable lumber at concentration yards or remanufacturing 
plants. 

The manufacturing practices prevalent among small sawmills are largely due 
to lack of knowledge of proper sawmill setup, maintenance, and operating 
methods. Also, many sawyers do not fully appreciate the importance of sawing 
for grade lumber, or know how to go about it. Knowledge of proper saw 
maintenance—tension, operating speeds, filing practice, tooth maintenance— 
frequently is lacking. Often operators do not know how to properly check on 
track alinement, carriage adjustment, feed works, or other important items 
essential to efficient operation. Most small mills lack proper mill foundations, 
efficient mill layout and lumber handling, or adequate seasoning facilities. 

The inefficiently operated small sawmill returns only a small profit to the 
owner and low wages to employees. Except during boom periods in the lumber 
market, such mills are at best a marginal operation. Even more serious is the 
adverse effect of their product—poorly manufactured, low-grade lumber—on the 
competitive position and markets of the entire lumber industry. 

Moreover, progress toward better forestry on farm and other small private 
ownerships is impeded in areas where sawmills are the only market for 
stumpage and logs. The prices that inefficient processors of logs can afford to 
pay for raw material often are so low that there is little incentive for land- 
owners to practice good forestry. Even the best logs containing premium ma- 
terial are often cut into low-grade products, with little profit for either the 
landowner or the millman. This problem is especially acute in the eastern half 
of the country where most of the sawmills are small. 

Log transportation costs are such that it is generally not feasible to ship 
run-of-the-woods logs for long distances. Only veneer-grade logs of such high- 
value species as walnut, cherry, yellow birch, and white oak are normally trans- 
ported beyond local producing areas. One solution to this problem is to raise 
the level of efficiency at primary processing plants to a point where they are 
capable of producing and marketing a reasonably good grade of well-manufac- 
tured lumber. 

Considerable information in the technical know-how for improving sawmill 
operations has been developed through research at the Forest Products Labora- 
tory and other research institutions. However, facilities for applying existing 
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knowledge by providing small sawmill operators with on-the-ground technical 
advice and assistance are currently extremely limited. 

A few Federal and State agencies occasionally sponsor sawmill clinics that 
are attended largely by a few of the more progressive small sawmill operators. 
Technical sales representatives of the equipment manufacturers provide some 
assistance but they are spread too thin to make much progress with the tens 
of thousands of small sawmills scattered throughout the country. 

The staff of the Forest Products Laboratory devotes a limited portion of its 
time to assisting operators of sawmills and other small businesses, and some 
34 technical workers in Forest Utilization Research, in the regional forest 
experiment stations, spend some time on this activity. Under the Cooperative 
Forest Management Act of 1950 some technical assistance also is being extended 
to sawmill operators. The more highly technical aspects of this effort are 
handled by forest utilization research. 

Organized technical assistance extended generally to small sawmill operators 
could do much to increase the efficiency of manufacturing in this major segment 
of the lumber industry. It would at this same time help improve the competi- 
tive position of lumber as well as improve returns to farmers and other timber 
growers and thereby provide the incentive for landowners to practice good 
forestry. 

Men providing such technical assistance should have at least one year of 
intensive specialized training in all phases of small sawmill setup, maintenance, 
and operation. These men could work most effectively by visiting mills in a 
given territory, taking the time necessary to diagnose difficulties, showing the 
operator how to put his equipment in proper working order, and how to operate 
it to obtain the maximum grade and yield of well-manufactured lumber. 


Sa eeeeeeneneennel 


APPENDIX 27 


LETTER TO HonorasBLe JOHN J. MCCELLAN FROM N. F. NOONER, PARTNER, 
Nooner Bros. LUMBER Co. 


Hor SprinGcs NATIONAL PARK, ARK., February 11, 1959. 
Senator JoHn L. McCLELLAN, 
Senate Office Building, 
Washington, D.C. 


Dear Sie: I want to thank you for your interest and time spent with Mr. 
Bibler and myself in your office on our recent visit to Washington. 

I do not believe that we made you realize the seriousness of our situation as 
small operators buying Government stumpage in this area, which is the Ozark 
and Ouachita National Forests. 

As you know, most all large companies are more or less drifting toward 
monopoly. We are going to have to have some relief in this area and it must 
come quickly or several of the lumber companies will be forced to lay off 
hundreds of men and close their plants down. We will be one of this group. 
This is being forced upon us by the big companies paying such enormous prices 
for stumpage, which is entirely out of our reach. We feel this is bad for our 
entire country, not just in our type business, but for all small business. We 
have had one concern in this area that has taken the bankrupt law. He had 
a loan under the Small Business Act, and because of this high price of stump- 
age, forced him into bankruptcy. Some of the others that have loans through 
the Small Business Act may be forced to do the same thing. 

We would apprectiate it if you would get in touch with the Small Business 
Administrator and also the head of the Forest Service there in Washington, 
and see if they would send someone down here to investigate our situation. 
The sooner the better for all, since our situation is as serious as it is. We would 
like to suggest all timber sales cease until this is settled. 

I would appreciate hearing from you personally in regard to this matter 
at once. 

Yours truly, 


N. F. Nooner, Partner. 
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APPENDIX 28 


LETTER AND PETITION FROM REPRESENTATIVES OF SMALL LUMBER COMPANIES, TO 
THE SMALL BUSINESS ADMINISTRATION 


MarcH 2, 1959. 
SMALL BUSINESS ADMINISTRATOR, 
Washington, D.C. 

Desk Siz: Please be referred to the attached petition. 

We want this petition to serve as a source of letting you know how the small 
lumbermen feel in this locality. We certainly do not want any reflection upon 
the Forest Service in any way. We feel they are doing a fine job in our area. 

We beg of you who are in authority, to save the Ouachita and Ozark Na- 
tional Forests from becoming controlled by one big giant, namely, Dierks 
Forests, Inc. We, as small operators, must have relief quickly, or there will 
be some of us out of business, which will give this giant more control of these 
forests. 

Any help that we can get will be appreciated. 

Yours truly, 
ALL THE SIGNERS ON THE ATTACHED PR&TITION. 


PETITION TO SMALL BUSINESS ADMINISTRATOR, WASHINGTON, D.C., aND R. HE. 
MoArpiLe, Curer, U.S. Forest Servick, WASHINGTON, D.C. 


We, the undersigned, are sending this petition as a result of our serious tim- 
ber situation in this area, in the hope of getting some relief under the Small 
Business Act of 1958. 

The stumpage in this area has been continually going up the past 8 to 10 
months. A large company in this area has been buying every sale that was 
within their reach and paying considerable more than our small companies can 
afford to pay. We feel they are able to do this because of their advantage 
through capital gain on their taxes of the timber they cut off their own timber 
lands and contracts they hold for more than 6 months. Any certified public 
accountant will confirm this capital gain statement. We do not feel this law 
was enacted by Congress to take advantage of small operators. We must have 
relief or there will be a number of us forced out of business in a short time. 

We would appreciate it if you would send a representative from the Small 
Business Administration to our area so that he might get firsthand information 
as to our condition. 

If it is necessary for us to file application to have certain timber set aside in 
this area for the small operator, we would like to have this information so that 
we might do so. 

We would appreciate hearing from you as to whether we can expect any relief 
down here. Please address your correspondence to: N: F. Nooner, Nooner Bros. 
Lumber Co., Hot Springs, Ark. 

Copy to: 

Nooner Bros. Lumber Co., by N. F. Nooner, Hot Springs, Ark., 60’; 
Herron Lumber Co., by Elmer Herron, Springs, Ark., 30; Bates 
Lumber Co., by R. E. Bates, Hot Springs, Ark., 55; Wilson Lumber 
Co., by R. L. Craige, Hot Springs, Ark., 42; B. G. Wilson Lumber 
Co., by B. G. Wilson, Hot Springs, Ark., 75; J. M. Hampton & 
Sons, Lumber, by Morgan Hampton, Mount Ida, Ark., 57; Scott 
Lumber Co., by Lloyd Scott, Mount Ida, Ark., 25; Stauter Lumber 
Co., by Robert Stauter, Norman, Ark., 95; Lawrence Pulpwood 
Co., by Lake Lawrence, Norman, Ark., 90; White Lumber Co., 
by J. E. Youngblood, Greenwood, Ark., 50; Nebo Lumber Co., by 
Noel H. Jones, Dardanelle, Ark., 85; Scott County Lumber Co, 
by Wm. A. McQuinn, Waldron, Ark., 70; Waldron Lumber Co., 
by T. M. Works, Waldron, Ark., 80; Dale Rodgers Lumber Co., by 
Dale Rodgers, Mena, Ark., 55; Claude Ray Lumber Co., by H. C. 
Allbaugh, manager, Wicks, Ark., 45; Hatton Lumber Co., by Et- 
gene Stevenson, Hatton, Ark., 50; Lewis Lumber Co., by Paul 
Lewis, Coul, Ark., 25; Mansfield Lumber Co., by Howard Simmons, 
Mansfield, Ark., 35; Didier Lumber Co., by Pete C. Didier, Fort 


* Number of employees. 
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Smith, Ark., 26; Fine Springs Lumber Co., by Roy Cromer, Alma, 
Ark., 20; Ozark Hardwood Manufacturing Co., by Joe B. Mills, 
Clarksville, Ark., 50; Galloway Lumber Co., by J. O. Galloway, 
Clarksville, Ark., (5; Satterfield Lumber Co., by Leon Satterfield, 
Russellville, Ark., 50; Bibler Bros. Lumber & Supply, by David 
Bibler, Russellville, Ark., 82; David Bewley Lumber Co., by 
David Bewley, Dover, Ark., 15; Bibler Bros. Lumber Co., by Glenn 
Bibler, Scottsville, Ark., 78; Boone Lumber Co., by Ralph Morphis, 
Atkins, Ark., 35; Morrilton Lumber Co., by A. O’Neal, Morrilton, 
Ark., 40; Morse Mill Co., by J. Morris, Ola, Ark., 45; Plainview 
Lumber Co., by E. D. Buckman, Plainview, Ark., 40; Payne Lum- 
ber Co., by H. A. Payne, Danville, Ark., 54; Thos. V. Jones Lumber 
Co., by Thos. V. Jones, Dardanelle, Ark.; by G. A. Gifford, Mor- 
rilton, Ark.; Meredith Lumber Co., by Vell Meredith, Buckville, 
Ark., 15. 





